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MEETING THE GROWING NEEDS OF THE GREAT MIDDLE WEST 


HE three banks which have united 

to form the Illinois Merchants Banks 
have for many years paid more than ordi- 
nary attention to the development of their 
services to banks. 


Today, their combined resources and 
facilities offer special advantages which ~ 


appeal strongly to bankers. Capital and 
surplus amounting to $45,000,000 with 
total resources well over $400,000,000 
place them in an unusually strong posi- 
tion—and a fully equipped organization 
of long and wide experience assures ser- 
vice at all times of the highest standard. 


Correspondence or interviews with our officers 
concerning your Chicago requirements is invited. 


CAPITAL AND SURPLUS - FORTY-FIVE MILLION DOLLARS 


- ILLIN OIS MERCHANTS 


ILLINOIS MERCHANTS TRUST COMPANY \ L Ae A) - THE CORN EXCHANGE NATIONAL BANK. 


cA consolidation of the Illinois Trust & Savings Bank ) fi ete Until completion of west half of Illinois Merchants 
and The Merchants Loan & Trust Company AS | } Bank Building remains at its present location 


Clark and Jackson Streets NE uae y La Salle and Adams Streets 
CHICAGO 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisere 
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_ STANDARD SIZE 3;4x12 INCHES LY 
 igpiorey CHECKS are printed complete with customer’s busi- yf 


ness card on blue, pink, yellow, green, primrose or gray 
La Monte’s Safety Paper, numbered and bound one, two or 
three checks on a page with handsome black board covers, 
Prices—About Half What Others Charge 
500 CHECKS $2.50 2000 CHECKS $§ 8.50 
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1000 CHECKS § 4.50 5000 CHECKS 20.00 if, 

You Cannot buy De Luxe Quality Checks elsewhere at these prices. f. iY 

4 fp 

S ° is a big word with us. It is not a word merely to conjure 4° 

CrviCe with in our advertising. It is real. It is earnest. It WS 
means much to us, but even more to you. 4 
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Let us demonstrate on your next “rush” order. f 


DE LUXE CHECK PRINTERS, Inc. / 


Largest Exclusive Bank Check Printers in the World 


217 West Superior St. 2531 University Ave. 4 
CHICAGO ST. PAUL 
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This Man Needs Your Help— 


E is the business man—the average 

merchant, manufacturer or wholesaler 

in your community. Right now he is being 

confronted with problems that demand the 
keenest understanding and foresight. 


Selling and advertising expense are eating 
up his profits. Overhead is toohigh. Buy- 
ing resistance is severe. Competition 
threatens to underprice him. Personal, 
political and financial uncertainties, actual 
and imaginary, assail him on every side. 
Who can he turn to but his banker? 


When he does, among other things, his 
advertising is due for dissection. Extrava- 
gances must be eliminated and sensible, 
economical publicity effort must supplant 


CHICAGO 


Harrison, Loomis 
and Congress Sts. 





haphazard exploitation. But you know 
that to shut off the power of publicity 
entirely would be more disastrous to his 
business than over-expansion. 


The advertising that will be done hence- 
forth must give more publicity per dollar. 
It must be permanent, forceful, result-pro- 
ducing and inexpensive. 


If you are one of the hundreds of banks 
using Outdoor Advertising you know that 
he can reach more people, more often 
at least expense—the outdoor way. 


Do your clients a favor by recommending 
Outdoor Advertising. Do yourself a favor 
by using it yourself. Do business a favor 
by giving it the benefit of your counsel now. 


NEW YORK 


Broadway, Fifth 
Ave. and 25th St. 


OUTDOOR ADVERTISING 
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The New Burroughs Auto- 
matic Bookkeeping Machine 
for Posting Savings Accounts 





Gives You With Each Posting 


That each posting has been made to the 
right account. 


That the amount of the withdrawal (or 


Zs deposit) has been posted correctly. 


That the new balance on the account has 
been extended correctly. 


That no difference exists between the pass 
_ book balance and the ledger balance. 


Ge 


An error of any kind in posting 
an account locks the machine 


Your protection is automatic. Errors cannot creep in 
because this new Burroughs automatically locks when 
any error is made in posting an account. 


This new Burroughs is so flexible that it meets the 
machine requirement of every bank, large or small. Let 
your Burroughs man show you how it will save time 
and money for you. Call him today, or mail the coupon. 


Burroughs Adding Ma- 
chine Co., 7009 Second 
Bivd., Detroit, Mich, 
I would like to have more 
bout thi 


- . eae he sti f ing 
; ili urroug em for post 
Calculating Billia and proving Bavings Accounts. 
2 i tccseciptctnibiepiapnincnccoepiacns ra 
Machines Machines re ee es 
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Our 
Ideal— 


To render a constructive and satis- 
factory service of distinctive quality 
and value, has always been the pre- 





vailing ideal of the FIRST NATIONAL 
| BANK in St. Louis. 


Excellent organization, modern facili- 
ties, large resources and complete 
equipment, is the foundation upon 
which this dominant institution has 
built its superstructure of efficiency 
and service. . 









In selecting a bank to take care of 
your Mid-Continental business, consider 
“the First” in St. Louis, the largest 
National Bank West of the Mississippi. 





Broadway-Locust-Olive 


RESOURCES OVER $140,000,000.00 
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In personal service 


to travelers - 
lies the ExtraValue of American 
Express Travelers Cheques 


N the personally helpful Travel Service which your depositors re- 
ceive when they carry American Express Travelers Cheques often de- 
pends the success or happiness of a journey. 


Practically all bankers take pleasure in recommending American Express 
Travelers Cheques to their patrons who are going abroad. But the ca- 
pacity of the American Express Company to serve the holders of its 


Cheques here in the United States, as well as abroad, is not so fully un- 
derstood. 


The American Express Company is in the travel and tourist business. 
To make it possible for travelers to enjoy traveling more is its first con- 
sideration. It represents all steamship companies, railroads, and hotels. 
Its offices are centers of travel information. Its advice and suggestions 
are competent and helpful. 


It is essentially a travelers’ company, maintaining fully equipped travel 
offices in the larger cities. These, in addition, are supplemented by 26,- 
700 local Express Agents. Your patrons carrying American Express 
Travelers Cheques are their customers. To a stranger getting off the 
train, to a motorist passing through, to a woman traveling alone, or with 
children, these express agents are friends at hand. They are often lo- 
cated where there is no bank. They cash cheques when most places are 
closed. They can secure quick relief if cheques are lost or stolen. Their 
work necessarily makes them the best informed men of the neighborhood. 
They know roads, distances, and can point out restaurants and hotels to 
fit the purse. They are familiar with the town’s history, with the inter- 


esting places to visit, and with the local by-law and speed pitfalls—and 
they are always on hand. 


When, through your teller’s window, you equip your best depositors or boriowers 
with American Express Travelers Cheques—even if it is only for a brief motor trip, 
a rail journey, for a short stay at some resort, or for a plain business trip — you 


automatically place at their disposal the friendly, helpful, Personal Service of the 
American Express—everywhere. 


The policy of our advertising is to direct travelers to the 17,000 banks selling Amer- 
ican Express Travelers Cheques. 


American Express Co. 


: 6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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THE SOCIAL SIDE OF THE NEW 
BUSINESS MANAGER’S JOB 


Besides organizing and directing the sales promotional 
activities of the bank, he should make it a point to culti- 
vate the favor of the influential men in the community 


By G. PRATHER KNAPP 


Vice President, Bankers Service Corporation, New York 


HE Ameriean Banker has become 

an altogether new kind of man. 
The change has been gradual but so 
rapid that the extremes of the old and 
new type are both alive at the same 
time. The same paper which published 
the first interview given out in sixty 
years by George F. Baker, president of 
the First National Bank of New York, 
earried an anouncement that every bank 
executive in the country was being asked 
to diseuss his profession with school 
children in their classrooms at least 
nine times a year. 

Less than a generation ago a banker 
was judged by his taciturnity. If you 
were merely shy and reticent, they made 
you an assistant eashier. The grimmest 
and most forbidding of the assistant 
eashiers got to be cashier, and when he 
could prove that he had less than ten 
friends in the world and only looked up 
from his desk after a customer had stood 
there for at least eight minutes they 
made him vice president. Presidents 
of banks had to have steel-gray eyes, 
thin, blue lips and lock jaw. 

Nowadays the young man who cannot 
develop a likeable personality, and the 


knack of making that personality notice- 


able in a crowd had best stay out of 
banking. The chances for big suecess 
are against him.. 

The bank he enters and its competitors 
as well, will contain more than one man 
who is taking an A.I.B. course and 
supplementing it with an N.B.D. course 
—a study of the theories and practices 
that build up an effective New Business 
Department. The thought of such men 
is not being centered on advertising 


management, nor on solicitation manage- 
ment, although both of these functions 
are included as auxiliaries to the achieve- 
ment of their ambitions. Their main 
aim is toward a comprehensive grip on 
public relations as a whole. They are 
learning to use the tactics of mass sell- 
ing on the mass and of individual selling 
on the individual, but they are also 
students of the plans and _ activities 


whereby the banker as a person and 
the bank as an organization of persons 
can make impressions on influential in- 
dividuals and influential groups. 

The successful banker of today is the 
type spoken of as “aggressive.” He 
is the kind of man with whom other 
men like to talk business. He knows 
something about everything. He comes 
into active business contact with all sorts 


HE accompanying article is the sixteenth in a series on the 


development of new business for banks. 


This series sets 


forth for the first time the many phases of new business getting 
and is full of practical suggestions for the selling side of the 


bank’s development. 


The following subdivisions of the main topic appeared in 


preceding articles: 


1. Sizing up the new business manager. 


wp wp 


6. 


px 


Surveying his problem. 

Making the bank salable. 

Selling the bank to its owners. 

Selling the bank to its personnel. 

Getting the bank in the public prints. 

Making the bank a community service institution. 
Securing the pay day depositor. 

Plans that succeed on industrial savings. 


10. The bank as a kindergarten of thrift. 

11. Sales methods for commercial, trust and savings. 
12. Go-getters to produce savings accounts. 

13. Mapping out an advertising program. 


14. 


Advertising by newspapers. 


15. Advertising by printed literature. 
The article by Mr. Knapp for next month will be on “Adver- 


tising in and Around the Bank’s Building.” 


Watch for it. 
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of worthwhile people and as time goes 
on he is recognized, first as a clearing 
house of accurate information, and 
second as an indispensable factor in any 
situation where separate minds and 
separate organizations come together for 
concerted co-operative effort. 

How does he “get that way?” 

Certainly not by burning the mid- 
night oil books and 
Certainly not by sitting in the center 


over records. 


of a carefully guarded private office 
and sending out sales representatives 


He does these 
things also, as a matter of course, but 
he acquires the ability to keep on doing 
them correctly and to reap their full 
reward by giving most of his time and 
thought to public activity. 

He connects himself with one strong 
group after another and with the lead- 
ing spirits in each group, by willing- 
ness to do more work than anybody else 
and ability to do it better than anybody 


and printed advertising. 


else. 
“How does he find time to do any 
banking?” you ask. I answer that the 


man who cannot clean up massed detail 
like lightning, who cannot make quick 
decisions and numerous decisions every 
day, who cannot delegate the mechanics 
of a without losing grip of its 
essentials—the man, I say, who eannot 
do all this and and still always have 
time for one job more is not going to 
go big in any business, banking least 


of all. 


job 


(Continued on page 72) 
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CUTTING THROUGH A VAULT 
DOOR IN 40 SECONDS 


Vivid demonstration at meeting of Illinois 
Bankers Association furnished a striking 
comment on the value of adequate protection 


By M. A. GRAETTINGER 


Secretary, Illinois Bankers Association 


germane like other business men, 
are slow to make improvements 
until they are convinced that such im- 
provements are necessary. Too few 
bankers realize that the best protection 
possible is none too good. 


Believing a visual lesson would go 
further toward showing bankers the 


necessity for adequate bank equipment 
than constant “preaching” and _ sales 
arguments by vault door and safe 
manufacturers, the Protective Depart- 
ment of the Illinois Bankers Associa- 
tion placed on display at the Associa- 
tion’s Annual Convention held at 
Decatur, Illinois on June 19th and 20th, 
1924, specimens of safe deposit boxes, 
time and combination locks, various 


types of reinforeing for vault walls, a 


cross section of a modern vault door, 
one of the old type vault doors which 
is most common in small banks and ¢ 
vault door of modern construction. <A 
short talk on vault- construction, illus- 
trated by the cross section of the vault 
door referred to above, was followed by 


the actual’ burning of the fireproof 
vault door by an expert acetylene 
torch operator employed for the 
occasion. 


Owing to the great number who at- 
tended the demonstration, and to give 
everyone an opportunity to see the 
result, the operator made two separate 
attacks on the door. In his first at- 
tempt one minute was consumed in ad- 
justing the flow of gas, ete, and forty 
one seconds in burning through the 


At the left we see how easy 
it is for the acetylene torch 
oo to burn through 
the ordinary “fireproof” 
vault door, of the old type. 
Only 40 seconds were re- 
quired to penetrate it. This 
was — of a demonstration 
at the annual meeting of 
the Illinois Bankers Asso- 
ciation. Below, is a vault 
door of modern construction 
which was also displayed, 
and an exhibit of deposit 
boxes. 


iD 


ally 


al i 


door and opening it. In his second de- 
monstration the operator cut out the 
entire combination lock in three minutes 
and fifteen seconds. The photographs 
accompanying this article will give an 
idea of the work done. 

From the comments heard after these 
demonstrations radical changes jn in- 
stallations of bank equipment are ex- 
pected, as they showed vividly the pro- 
tective value of a sufficiently heavy vault 
door. A bank is built on confidence, 
and its corner stone its vault and 
safe. If a bank is burglarized or robbed 
the public naturally loses confidence in 
it. 


is 


The Protective Department of the 
Illinois Bankers Association has since 
its organization urged bankers to 


realize the value of protection and has 
suggested numerous methods of provid- 
ing it. Its prime purpose is the preven- 
tion of loss. It ready to 
members by supplying general specifica- 


is assist 
tions on mixture of conerete, suggested 
types of reinforcing, ete., and carefully 
serutinizes specifications on vault doors. 
Approved burglar alarm systenis are 
recorded in the department for the in- 
formation of members and general pro- 
tective information is on file for their 
use and benefit. 








ANALYZING YOUR OPERATING 
POLICIES AND COSTS 


Increased competition, rising wages, and greater 
interest rates have brought to the commercial bank 
a series of new investment and earning problems 


A Spgcial Report Issued by, 


FEDERAL RESERVE BANK OF NEW 


CONOMIC changes in the past few 

years and more particularly in the 
past few months have so altered the 
conditions of bank operation as to lead 
many bankers to a closer analysis of 
their operating policies. During the 
period of rising commodity prices from 
1900 to 1920 the number of banks in 
the United States increased from 10,000 
to 30,000. This remarkable growth re- 
sulted in increasing competition and the 
offering of additional services. High 
building construction costs and rents, 
and rising wage levels have also tended 
to increase bank expenses. The increase 
of time deposits, bearing interest in 
the district of from 3 to 4% per cent, 


Ratios expressed in percentages 


has brought to the commercial bank a 
series of new investment and earning 
problems. 

Even under these conditions banks 
have generally been able to operate in 
the past few years with a reasonable 
profit on their capital funds, because 
of the comparatively high rates of in- 
terest earned and the maintenance of 
loans and investments at close to the 
high war levels. In 1922 and 1923, 
however, the rate of net earnings on 
loans and investments was smaller than 
at any other time in the past 20 years. 
In more recent months reduced business 
activity and the eumulative effects of 
gold imports have led to a rapid lower- 


ing of interest rates. Income from 
bank loans and investments has con- 


sequently been reduced while expenses 
ot operating banks, ineluding interest 
on deposits, have continued high, and 
the problem of earnings has been ae- 
centuated. : 

The banker wants to know whether 
the expenses of his bank are consum- 
ing a larger or smaller proportion of 
his gross earnings than is the ease in 
other banks of the same size. If his 
net earnings have been small, he wants 
to trace the cause; whether he pays too 
much for salaries, is not employing his 
funds to the full, or is paying too high 
rates of interest on deposits. It is the 


Size of groups divided according to amount of loans and investments indicated 


I II Ill IV 
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CAPITAL 
1. Capital funds b to gross deposits 


LOANS 

2. Loans and investments to total 
available funds c 

3. Loans to loans and investments 

DEPOSITS 

4. Demand deposits to gross de- 
posits... .. 


5. Interest paid on deposits to gross 


deposits........ 


EARNINGS 
6. 


Gross earnings to loans and in- 
vestments............. 
Gross earnings to total available 
eS : 
Net earnings to total available 
NE ee ee rat 
Net earnings to capital funds. 


ee 
8. 
9. 


Disposition OF Gross EARNINGS 
Ratio of the following items to gross 
earnings 

Salaries and wages. . . 
Interest paid on borrowed money 
Interest paid on deposits 
Cer er 
Other expenses... . 
Total expenses... . 
Net earnings..... 


a—Items 1 to 9 are computed from avera 


V 
$500,000 $1,000,000 $2,000,000 $5,000,000 $10,000,000 
to 
$500,000 $999,999 $1,999,999 $4,999,999 $9,999,999 sideof N. Y.C. 
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and up 


We 3G, 


General 
Average 
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19.6 18. 
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5.6 4. 
11 9.8 
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ge of figures from 4 condition reports 


Items 10 to 16 are taken from section one of the 2 semi-annual earnings reports 


b—Capital, surplus, and undivided profits 


e—Capital, surplus, undivided profits, deposits, borrowed money, and notes in circulation 


16.1 
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Figure I.— Average operating ratios of representative banks in Second Federal Reserve District (40 selected banks in each group) 


Read the table as follows: 


In the banks of Group I (banks with loans and investments under $500,000) capital funds average 22.7 per 


cent of gross deposits; in banks of Group II capital funds average 23.5 per cent of gross deposits, etc. 
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Groups of Banks divided according to the percentage 
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of time deposits to gross deposits 






0 Under 25 | 25-49.9 50-74.9 (75 and over 
CAPITAL 
1. Capital funds¢ to gross deposits........... 35.8 15.7 15.9 | 14.2 12.5 
LOANS | 
2. Loans and investments to total available funds? ..... . 83.3 78.7 85.0 | 87.7 89.7 
3. Loans to loans and investments. 53.7 72.8 57.9 | 651.9 37.2 
DEPOSITS 
4. Demand deposits to gross deposits... . . ee eee 100.0 92.3 59.1 38.2 20.7 
5. Interest paid on deposits to gross deposits . ee ee 0.8 7 2.1 2.5 3.{ 
EARNINGS 
6. Gross earnings to loans and investments................. 5.9 6.1 6.1 6.2 6.3 
7. Gross earnings to total available funds............ 4.9 4.8 5.2 5.4 5.7 
8. Net earnings to total available funds....................... 2.0 1.5 1.5 1.5 1.6 
9. Net earnings to capital funds....................... 10.2 12.6 13.3 | 14.3 16.3 
DISPOSITION OF GROSS EARNINGS 
Ratio of the following items to gross earnings 
10. Salaries and wages............. ; 26.2 20.1 20.2 17.0 13.3 
11. Interest paid on borrowed money. nasa 2.0 2.5 6 1.4 0.3 
12. Interest paid on deposits............... 11.4 29.1 32.9 39.3 46.5 
1S. Tanes....... ; alka AiG O's gh RRMA Ie Scat (AU 5.4 | 4.7 4.0 3.9 
14. NR ios cs as pnins oo atures nce do Sastaiave 12.4 12.4 12.8 10.0 7.4 
15. Totalexmennes................ 59.7 69.5 72.0 71.6 71.5 
16. Net earnings................. 40.3 30.5 28.1 28.4 28.5 
Number of banks in group 17 57 70 120 16 


ned, surplus, and oh ided profits 


b—Capital, surplus, undivided profits, borrowed money, and notes in circulation 


Figure Il.—Average operating ratios of representative banks grouped according to amount of time deposits 


In banks with no time deposits capital funds average 35.8 per cent. of gross deposits; in banks with time 
deposits equal to less than 25 per cent. of their gross deposits, capital funds average 15.7 per cent. of gross deposits, etc. 


Read the table as follows: 


purpose of this article to assist the 
banker in the study of these questions 
by making available comparative figures 
for groups of banks of different sizes. 

All the figures included in this report 
are taken from the semi-annual report 
of earnings and dividends and from the 
four reports of condition of member 
banks of Federal Reserve District No. 2 
for the year 1923. No special inquiry 
was made. 

There are more than 850 member 
banks in this district and it did not 
seem practicable or necessary to tab- 
ulate the figures for all of these banks. 
It was found that typical operating 
ratios could be secured by dividing the 
banks into seven groups, in accordance 
with their total loans and investments 
and then selecting 40 banks, varied as 
to location, from each of these groups 
to show the tendencies of the group. 
By the use of these ratios the member 
bank can see where it stands in rela- 
tion to other banks. 


There is, of course, no ideal set of 
ratios which all of the best banks show. 
Many of the ratios depend on such 
factors as the relative amounts of time 
and demand deposits, the extent of local 
borrowing, and the type of borrower 
and depositor who uses the bank. To 
a certain extent a bank’s operating 
ratios are beyond its control. But aside 
from differences due to external cir- 


cumstances there are other differences 
which depend upon the character of the 
bank’s management. A bank which is 
markedly out of line with the other 
banks in its group should find it in- 
teresting to examine its operations to 
discover the causes for its differing 
from other banks. 

Figure I shows in the form of 
averages for the seven groups of banks 
the ratios, in percentages, which have 
been selected as most significant in de 
termining operating characteristics and 
efficiency. 

The ratios in which there is greatest 
variation between different groups of 
banks are indicated in the smaller 
banks, for example, capital funds (the 
total of capital, surplus and undivided 
profits) tend to run in the neighborhood 
of 23 per cent, of gross deposits, but 
in the larger banks they range from 12 
to 14 per cent. 

The ratios of loans and investments 
to total available funds (total of capital, 
surplus, undivided profits, deposits, 
borrowed money, and notes in cirecula- 
tion) indicate that the middle sized 
bank is able to make the largest use 
of its funds. The smaller sized banks 
tend to have relatively larger amounts 
of their funds tied up in banking houses 
and equipment. The larger city banks, 
on the other hand, are required to main- 
tain larger reserve. 


The ratio of loans to toal loans and 
investments reflects the local demand 
for funds. The country bank, or the 
bank in a city with a few large indus- 
tries carries a considerable part of its 
loanable funds in investments, while the 
large city bank lends relatively larger 
amounts directly to its customers. 

The middle sized banks tend to carry 
relatively small amounts of demand de- 
posits and relatively large amounts of 
time deposits. The amount of interest 
paid on deposits is a direct reflection of 
the amount of time deposits. 

In the important ratios of gross and 
net earnings to available funds, and to 
loans and investments, there is no large 
distinction between the different sizes 
of banks. It may perhaps seem sur- 
prising that gross earnings are as large 
as 6 per cent of loans and investments, 
considering the fact that the rate 
charged on loans and the rate earned 
on investments are both frequently 
under that figure. The explanation is 
found in the fact that gross earnings 
inelude profit or loss on other opera- 
tions, such as the sale of securities. 
Lower interest rates thus far in 1924 
might be expected to reduce this radio. 

The ratio of gross earnings to total 
available funds reflects not only the 
rate of earnings on loans and invest- 
ments, but also the employment of avail- 


(Continued on page 58) 
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ORGANIZING YOUR FORCES FOR 
NEW COMMERCIAL ACCOUNTS 


How the First National Bank, Fort Wayne, 
Indiana reaches out in its efforts to line 
up every logical prospect in its territory 


By CLEM J. STEIGMEYER 


Advertising Manager, First National Bank, Fort Wayne, Indiana 


E recently took action to make 
W more secure some of the large com- 
mereial accounts already on our ledgers. 
This action was incident to the funda- 
mental policy that pleased customers 
constitute the best business building 
asset that any bank can have—a policy 
in which all our aggressive efforts are 
rooted. The step was simple, but was 
unusual, so far as our experience went, 
and worked out so handsomely that it 
is recounted here. 

“Do you know,” said our president 
one day, “that we should make a special 
effort to cultivate the friendship of the 
messenger boys, the clerks and book- 
keepers, the assistant treasurers, etc., 
who regularly come into the bank with 
the funds of their firms or corporations 
to deposit. There is a tendency to treat 
these men and women as a matter of 
course, knowing that their trip is a part 
of the daily routine for which they are 
paid, and giving the subject no further 
thought. But these very men and 
women, the rank and file of the busi- 
ness world, are often quite influential. 

“IT am speaking now solely of their 
influence by virtue of their présent posi- 
tions, and am not referring to what 
their power in the future may be when 
they themselves are members of firms 
or officers of corporations. Their busi- 
ness for their employers frequently 
takes them to other banks than our own. 
They are quick to react to a cordial 
spirit; they are bound to contrast and 
compare. We want them to like us.” 

So we carefully made up a list of 
these individuals and distributed to each 
of them a little gift. The gift, inex- 
pensive but practical, bore the recip- 
ient’s name and was presented by the 
teller with whom he came in contact. 
These remembrances carried no advertis- 
ing, not even the bank’s name, and were 
given out with words to the effect that, 
“The First National appreciates your 
good-will and your boosting spirit. Here 


is just a little token of that apprecia- . 


tion.” 

It pays to cultivate the good-will 
building assets of these salaried em- 
ployes. Here is a case in point: A 
competitive institution had been making 
strong overtures to one of our biggest 
customers for a part of his account. 
The president of this company sug- 
gested to his assistant treasurer that 
the division be made. The employe’s 
retort was instant and convincing: 





“Why divide the account? It means 
more bookkeeping, more red tape, more 
time. Besides, we ean secure all the ac- 
commodation we need from our present 





C. M. Niezer, president, First National Bank, 
Fort Wayne, Indiana 


RGANIZED efforts for 
new commercial ac- 
counts for this bank, as de- 
scribed in the article, are made 
through the following agen- 
cies: 


1. SOLICITATION 


(a) Indirectly through the good- 
will of customers which is con- 
stantly cultivated. 


(b) By employes, officers, and 
directors through assigned pros- 
pects and otherwise. 


(c) By Stockholders. 


2. PERSONAL LETTERS 
(a) To new residents. 
(b) To prospective new residents. 


(c) Tolocal people about to enter 
business for themselves. 


(d) To other selected prospects. 
3. GENERAL ADVERTISING 

(a) Newspapers. 

(b) Street Cars. 

(c) Other timely mediums. 





+$3,127,000 in 


bank, and they have always treated us 
fine.” 

The president agreed, the assistant 
treasurer told us, as he afterwards re- 
lated the incident to his friend, the teller. 

The spirit of an organization has 
everything to do with the growth of that 
institution. The largest number of new 
accounts and the greatest growth in de- 
posits come through present customers. 
The organization morale has more to do 
with securing commercial accounts than 
any other single factor. A certain bank 
in Ohio increased its deposits from 
1921 to $17,985,000 in 
1923. The president of the institution 
in commenting upon this inerease re- 
cently, said in part: “Our rapid growth 
is perhaps entirely due to the wonderful 
spirit manifested by our whole organiza- 
tion, including our -board of directors. 
The spirit here is such that everyone 
who steps into our bank doors becomes 
permeated with it. Our friendliness and 
promptness, our cordiality and excellent 
service which we give to the publie, and 
the careful attention shown to everyone, 
irrespective of whom he may be, or 
what his errand may be, by ‘every in- 
dividual connected with the bank, is the 
only explanation I ean give of our 
growth. We make it a business to meet 
the man with ecalloused hands and in 
overalls in a particularly friendly man- 
ner, because of all people who come 
into the bank, he feels the most out of 
place. We want him to feel he has met 
friends when he comes into our estab- 
lishment. It matters not what may be 
the mission of the man or woman who 
enters our institution, they receive a 
respectful hearing. It is our business 
to send them away with a smile and 
a feeling of friendship and warmth our 
bank.” 

In seeking new commercial accounts, 
we endeavor to cover the field of new 
residents thoroughly. Fort Wayne is in- 
creasing in population at the rate of 
5,000 per year. Hundreds of these are 
newcomers to the city and they afford 
fertile territory to the institution first 
to approach them. 

We obtain our list of new residents 
from many sources. It is a simple 
matter to get these names and addresses 
if one goes after them in the right way. 
The newspapers, friends in other cities 
and members of our own organization 
are fruitful sources of information upon 
people who are about to move to this 
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city. This gives us an opportunity to 
send them a letter of welcome before 
they arrive here—to meet them at the 
train, so to speak. 

These lists are then divided into busi- 
ness houses and individuals. They are 
investigated as thoroughly as possible 
and if found desirable, are solicited by 
letter. The business houses and more 
important individuals are also solicited 
by personal call. Our directors and 
officers are on the “sales” staff. The 
prospects are assigned to the officer or 
director best qualified to handle the par- 
ticular prospect in question. 

Here is a typical personal letter, 
signed by the president, sent to indi- 
viduals about to establish themselves in 
business in Fort Wayne, that has landed 
the account time and again: 


“Dear Mr. Smith: 


“The information has come to my desk 
that you are coming to Fort Wayne to enter 
business. am pleased to learn of this, 
and I have every reason to believe that you 
will enjoy great success here. The condi- 
tions look unusually good for continued and 
steady prosperity for Fort Wayne. 


“A booklet on ‘Fort Wayne,’ which we 
recently published, is enclosed. Believing 
that this publication may contain much 


helpful information of the city which you 
are about to adopt as your future home, I 
take pleasure in mailing you a copy. 

“TI also take this occasion to heartily wel- 
come you to come to our bank. We are 
located in our splendid new building where 
wa can meet your needs with efficiency and 
speed; where you will find every facility 
for your convenience, including conference 
and committee rooms. You will enjoy this 
as your banking home. 


“Also, it is part of our business to give 
you any addtional information you may 
need, or to assist you in any way in getting 
established here. Feel free to command us. 
I hope soon to have the pleasure of meet- 
ing you. 

“Yours very truly, 
(Signed) “C. M. NIEZER, 
PRESIDENT.” 


A different type of letter, playing up 
the strength of the bank, and enclosing 
financial statement, is sent to firms and 
corporations. A letter of weleome is 
also sent fo new residents as soon as they 
are located in the city. 

The trust department, the collection 
department, the savings department, the 
bond department, as well as tellers who 
cash checks are productive in securing 
new commercial accounts for the bank 
and in providing leads for the New Busi- 
ness Department. 

In addition to the aggressive efforts 
made for commercial accounts through 
direct solicitation, we use the news- 
papers and the street cars for general 
good-will advertising, which tie up with 
our organization efforts. Empioyes’ 
contests are occasionally used to fine ad- 
vantage and we never lose an oppor- 
tunity to solicit the help of our stock- 
holders. We never send out a dividend 
check without appealing to them for 
their efforts in bringing us new busi- 
ness. 

We endeavor to reach every logical 
prospect in our territory for commer- 
cial accounts. Those that we cannot 
reach directly, we attempt to reach in- 
directly. We consider it a violation of 
professional courtesy and a breach of 






business ethies to solicit directly the 
satisfied customer of another local bank. 
We keep our name and the advantages 
of our bank before him, however, 


* * 


through 
mediums listed under No. 3 above, and 
through the good-will engendered by our 
organization in pleasing customers. 


general advertising in 


the 


* * 


A BANK-BY-MAIL BOOKLET 
THAT WON RESULTS 


Although it was originally designed as an 


informative 


medium for customers, 


its dis- 


tribution was gradually but carefully widened 


By H. BRUNKOW 


Publicity Manager, Old National Bank, Spokane, Washington 


URING the past 

number of persons transacting 
their banking business through the 
mails with The Old National Bank, 
Spokane, Washington has been steadily 
growing in the territory served by it. 
Inasmuch as this field has never been 
very actively solicited for this business, 
and as residents in the outlying districts 
have not been educated to the merits 
of this particular type of banking 
service, this large increase is rather 
surprising. 

The number of these accounts has 
now attained a magnitude that neces- 
sitates special attention being given 
them in the way of explanation and in- 
struction. In order to anticipate and 
eliminate delays and misunderstandings 
caused by lack of knowledge of the de- 
tails of banking, we decided to put out 


few years, the 
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of this booklet. The stamp reprodue- 
tion, which is printed in red on the 
cover, is in the form of a eut of our 
building. For many years, we have 
used our building eut on forms and in 
our advertising, and it is now a valu- 
able trademark. 

On the back cover of the booklet, is 
a print of the door of our safe deposit 
vault. We used this safe deposit ad 
because we thought it particularly ap- 
propriate for the people which this 
booklet will reach. Many out-of-town 
people take advantage of the more 
secure and complete safe deposit facil- 
ities offered by the cities. On the 


inside pages of the booklet are shown 
illustrations of the different forms used 
in banking by mail, such as signature 
cards, pass books, withdrawal blanks, 
ete., which. should be helpful to persons 
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The cover of this successful booklet, as shown, resembled a letter addressed to the bank. 


The stamp reproduction was in the form of a picture of the building. 


Inside the booklet the 


forms used in banking by mail are depicted, as well as the advantages of this banking service. 


a booklet describing the procedure for 
banking by mail. 

The cover of the booklet which we 
published, is a reproduction of an en- 
velope addressed in handwriting to the 
bank, bearing the imprint of a_post- 
mark and cancelled stamp in colors. 
This cover idea was used in order to 
emphasize the ease and simplicity with 
which banking ean be carried on through 
the mails, as well as to provide some- 
thing a little different from the ordinary 
booklet cover. 

There are several interesting features 


residing in rural districts, who often 
are not familiar with banking forms 
and procedure. 


We originally intended to use the 
booklet as an informative medium for 
our mail customers, but its circle of 
distribution has been gradually but 
carefully widened. The selection of a 
mailing list for the cireulation of “Bank- 
ing-By-Mail” literature is of great im- 
portance, especially for the banks in 
the larger cities, who also solicit the 
accounts of banks in the territory which 
they serve. The city bank cannot 
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afford to run the risk of offending its 
bank correspondents in surrounding 
territory by soliciting banking business 
direct in the districts served by its cor- 
respondents. We believe that the local 
bank is entitled to the business in its 
district, and did not attempt general 


* * 


* 


distribution, as it might invade the field 
of some of our correspondents. 

In addition to using it as a service 
booklet for newly opened accounts, its 
circulation was restricted to localities 
and towns that have no banking facil- 
ities whatever, persons living too far 


a * 


* 


from centers of population to make use 
of banking service in any other way 
than by mail, and workers in factories 
and other plants in our city who find 
it ineonvenient to personally call at 
the bank of their working 
hours. 


because 


* * 


ARE YOU OVERLOOKING THIS 
INEXPENSIVE AD MEDIUM? 


The monthly statement to customers presents an 
opportunity for advertising at slight cost, and 
also for educating patrons in handling accounts 


By W. E. WALKER 


Assistant Vice President, First National Bank—Central Wisconsin Trust Company, Madison, Wisconsin 


HE live manufacturer or merchant 

neglects no legitimate advertising 
medium that he ean use with profit. He 
encloses advertising material with his 
monthly bills, sends along package in- 
serts with merchandise that leaves his 
store, displays his name on his delivery 
trucks. He uses all his media to the 
fullest extent possible regardless of 
whether those media have their being 
primarily for advertising purposes or 
not. 

The opportunities which the merchant 
thus capitalizes, the average banker 
allows to slip into chinks of waste. To 
be sure, the banker has delivery 
trucks. And I do not maintain he 
should saturate his customers and 
prospects continuously with messages 
that are saccharine. But the banker 
does have his monthly statements, his 
daily correspondence, his pass books, 
bond folders, deposit slips and similar 
media which offer him an opportunity 
of informing people of outstanding fea- 
tures of his service. 

The monthly statement is one second- 
ary advertising medium that is not in 
common use. Yet here is a medium 
which presents a good opportunity for 
fair advertising at slight cost. 

The usual monthly statement does not 
have sufficient space on its face to 
permit advertising copy to be printed 
there although I have known banks 
which have had brief advertising copy 
prepared on rubber stamps whose mes- 
sages were imprinted at the bottom of 
statements when space permitted. 

However, the backs of statements are 
usually blank and this space might well 
be used for advertising purposes. I 
do not maintain, of course, that copy 
appearing there will have anything like 
the foree or wide reading of a bank 
letter or pamphlet. But many of the 
bank’s checking account customers will 
read this message. And when you con- 
sider the fact that the only expense re- 
quired is the running of the statements 


no 


through the multigraph or similar im- 
printing machine, the cost of this ad- 
vertising is nominal. 

In thus using statements for advertis- 
ing purposes, it is necessary to prepare 
the copy a month in advance so that 
the new statements may be imprinted 
before they are placed in ledgers. When 
they are then removed at the end of the 
month, they contain the advertising mes- 
sage ready for distribution. 


In addition to using our own monthly 
statements for strictly advertising mes- 
sages, we have also used them for telling 
eustomers of various features of our 
service and for helping customers in 
balaneing their own checking account 
records. As a matter of fact, this -is 
also advertising although the average 
banker may not consider-it as such. It 
is advertising in a somewhat similar 

(Continued on page 58) 
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LOCATING THE BEST SAVERS 
YOUR COMMUNITY 


It is important, as the population increases, 
to adapt promotional effort to the particular 
groups which the bank is best fitted to serve 


By PAUL L. HARDESTY 


Manager of Publicity, Union Trust Company, Chicago 


HOULD the savings department con- 

centrate its promotional efforts upon 
older people beeause in a measure they 
have learned the lesson of thrift—or 
upon younger people, whose accounts 
are smaller? 

Should the savings department focus 
upon the relatively small classes of 
people like professional men and 
teachers, where the percentage of pro- 
fitable accounts is high, or upon the 
much larger groups such as housewives, 
laborers, mechanics and clerks, where 
the total number of available accounts 
runs into hundreds of thousands? 


These and many other questions face 
the publicity and savings officers in their 
search for more and more profitable sav- 
ings deposits. As this is written, the 
Chicago papers announce the census 
bureau’s estimate of the present popula- 
tion of Chicago proper as 2,939,605. 
Thousands of people from suburban 
towns also work downtown every busi- 
ness day. Obviously no savings depart- 
ment ean afford direct-by-mail effort on 


any major portion of this market. 
Much of this mass represents an un- 
profitable market even for a bank situ- 
ated in the center of the Loop district. 
The principles of analysis, of coneentra- 
tion, of adapting promotional effort to 
the particular groups of savings deposi- 
tors the bank is best fitted to serve, 
are of fundamental importance. 


With the thought that the savings de- 
positors we have attracted in the past, 
according to sex, age, occupation and 
average balance, offer valuable sugges- 
tions as to the directions in which we 


should concentrate our future efforts, 
several months ago we undertook an 
exhaustive analysis of 2400 typical 


Union Trust savings accounts. 

The initial results of this study were 
tabulated in the Bankers Monthly for 
June, 1924. These figures showed the 
percentage of profitable and unprofit- 
able savings accounts for men and 
women by occupations and by ages. 

The purpose of the present article 
is to consider further the significance 


WHY THIS SERIES IS VALUABLE 
TO EVERY BANKER 


HIS article is the second in a series based on recent analy- 
ses conducted by the publicity department of the Union 


Trust Company of Chicago and it suggests many valuable 
pointers on how a bank can find its most profitable market for 
savings deposits. It not only does that but it shows how analy- 
sis of this kind clarifies and throws into vivid relief many of 
the objectives which the bank is striving to attain, and the 
methods by which they can best be realized. Coming articles 
in the series will, among other things, throw a searchlight into 
the psychology of the saver himself, and will reveal the deep- 
seated motives which experience has shown to induce the 
individual to make deposits. The articles are of definite value 
to every banker because they help to answer the old, old 
question of ““Why People Save?” 

And one of the outstanding features of this series will 
emphasize the ever-broadening scope of women as bank cus- 
tomers. Indeed, the experience of the Union Trust Company, 
which is typical of many other progressive banks, reveals that 
women constitute actual as well as potential strength that makes 
their cultivation of vital importance as an:arm of savings depos- 
its. The previous article in this series, “Are Women Better 
Savers Than Men?” has already excited much favorable comment 
and doubtless the accompanying article as well as future ones 
will be accepted as extraordinary contributions to present bank 
practice, particularly on the savings side. 





of these figures and to show the influence 
they have had in re-directing our efforts 
to secure the largest possible number 
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Fig. A. A graphic picture of the proportion of 
rofitable accounts among  stenographers, 
ousewives, salesmen, and teachers. Shaded 

area represents the profitable accounts in each 

group, and white area the unprofitable. 


and percentage of live, profitable sav- 
ings accounts at reasonable promotional 
cost. 

One point which the analysis brought 
out was that probably 31 per cent (Fig. 
A) of our women’s savings accounts are 
those of housewives; that 44 per cent of 
this number are in the profitable group 
showing a steady growth and over $75 
on deposit. This 44 per cent of house- 
wives’ accounts represents nearly 14 per 
eent of all our women’s savings ac- 
counts, or about 7 per cent of the total 
for both men and women. 

The immediate inference from these 
figures is that we should make a drive 
for the accounts of housewives—an 
almost limitless field in view of the 
600,000 families in Chicago proper— 
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from whom these accounts might be 
solicited. 

Further consideration develops such 
points as these: 

(a) Most homes are being built 
further and further from the Loop dis- 
trict; and (b), the tendency of house- 
wives naturally is to bank in their own 
neighborhood. 

Widespread efforts in the solicitation 
of this class of business might show 
entirely different results 
from those revealed by the 
analysis of present 
accounts. 

The recommended 
action has been to 
consider lists of 
younger housewives 









































and newly married couples within cer- 
tain nearby residence districts where the 
bank’s central location and the loop 
shopping district would actually appeal. 

Referring again to Fig. A, we have 
considered four other groups of pros- 
pects in connection with housewives as 
possible fields for promotional effort— 
female stenographers, male and female 
teachers and salesmen. 

The 1920 é@ensus figures indicate 42,- 
152 female stenographers in Chicago. 
Assuming that by special effort con- 
centrated on a particular class we could 
double the number of accounts in that 
elass now on our books, we would secure 
120 new account out of each 1,000 
accounts in the stenographer group; 
and of this number 38 would be what 
we would term profitable—that is, over 
$75 and growing. Fig. B shows the 
total of such prospects, the percentage 
of profitable and unprofitable accounts 
we would secure under this assumption 
and the proportion of the entire group 
we now have on our books as compared 
with similar quantities for four other 
classes of prospects. One point to con- 
sider here is that the majority 
of stenographers work in the 
loop and must bank here. A 
further consideration is that 
other departments of the bank 
would seareely consider this 
group as important prospects 
for their services. 

In contrast with these 
results, Figs. A and B 
indicate similar 
figures for female 
teachers as a group. 
The census figure on 
this group is 
11,739. If 
the respon- 
siveness of 
these pros- 
pects may be 
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1 to 70 years, shown by the shaded area. 
» ie nue also that at the 
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the age groups for the population of the United States. 


portion of accounts in the bank for various ages of depositors from 
From this it appears that the 


of greatest appeal is 
a new grip on thrift, 
on plus the unshaded portions indicate 


of 50 men and women 
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Fig. B. Comparison between accounts on the 
bank’s books for stenographers, housewives, 
teachers (female), salesmen, and bookkeepers, 
with the total peel of ape in Chicago 


in each of these area represents 
accounts on the a “middle area, profitable 
im that field; and white 


accounts remainin 
area, the unprofitable accounts in the total field. 


The oblong for housewives accounts should be 
much longer than shown here. 


judged by the number now on our 
books, a drive would yield us only 20 
out of each 1,000 accounts, of which 
10 would be profitable to us. The 
teacher would offer greater opportunity 
for the merchandising of other banking 
services. But there are other considera- 
tions. The majority of such accounts 
are withdrawn every year. Assuming 
that the teacher shops in the loop on 
Saturday, it is still as convenient for 
her to bank in the neighborhood as 
downtown. Teachers generally realize 
the importance of thrift but at the same 
time are probably more difficult to sell. 

These instances are given merely as 
examples to show how we have begun to 
interpret the analysis figures in focusing 
upon small, profitable and accessible 
groups of savings depositors and cus- 
tomers. Of course, the first efforts in 
this direction are merely tryouts based 
upon such logical considerations as past 
percentages, convenience, occupation, 
earning capacity and personal viewpoint. 
In time, however, we hope to rate the 
more important groups of savings pros- 
pects in a way that will enable us to 
concentrate more intelligently than in 
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the past. This rating will take into 
account the total accessible prospects, 
the percentage heretofore found re- 
sponsive, the proportion of such ac- 
counts found profitable, business condi- 
tions in particular occupations, access- 
ibility of lists and q@ass advertising 
mediums; the age, objectives and 
appeals by groups, the desirability of 
the prospect from the viewpoint of 
other banking departments, permanence 
of residence and other influences that 
are evident in considering the partic- 
ular groups. 

Another chart shows how we reached a 
tentative rating in connection with two 
important groups of savings prospects 
—male bookkeepers and business men 
in exeeutive and professional work. 
In both cases the total number of pros- 
pects given by the census for the group 
was about 20,000. Based upon our 
past success in attracting such accounts, 
the same amount of effort that might 
attract 5,000 accounts of bookkeepers 
would probably produce over 7,500 ac- 
counts of executives and professional 
men. 32 per cent of such accounts have 
in the past proved profitable to us as 
against 25 per cent in the bookkeeper 
class. The majority of executives and 
- professional men are Iceated in the loop 
district, convenient to the bank and 
are prospective customers for many of 
our services. We are inclined to rate 
this group very high. 

According to the census, we find that 
this group includes: 





ES So oscs Gece stamens 12,288 
ME a Lee TOPO 4,887 
Lawyers, judges and justices .. 4,553 

Managers and_ superintendents 
of manufacturme ..<.....«<. 9,179 
ESS ee ee ae 20,907 


This analysis directs our efforts in 
the securing of lists, the use of adver- 
tising mediums and the selection of ad- 
vertising appeals. 

Naturally the analysis figures always 
have to be weighed according to the 
situation. The June article, for in- 
stance, brings up the question, “Are 
Women Better Savers than Men.” As 
we have suggested, most household 
savings deposits are made in joint ac- 
counts. The man, of course, exercises 
an influence in opening and maintain- 
ing such an account—in many eases he 
has the checking account and estab- 
lishes the savings account in his wife’s 
name, while making the deposits on his 
own paydays. These considerations 
are full of suggestion to the man who 
is writing copy or making up a schedule 
of newspaper advertising in connection 
with paydays. 

Considering a number of accounts 
with regard to the age of the depositor 
(Fig. C) it is evident that the age of 
greatest appeal, except to the parents 
of the small ehild, is between 20 and 
30. From that point the proportion 
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follows quite closely along the popula- 
tion percentage at each age. The rather 
sharp decline in the number who have 
savings accounts after 30 years of age 
indicates that the savings appeal would 
meet with greater resistance after that 
age. At the age of 50 it would appear 
that both men and women take a new 
grip on thrift as if realizing that they 
have passed the peak of their earning 
power and must save for the future. 


The practical question is whether to 
concentrate upon young people at the 
age when they are most impressionable 
but when earning power and property 
accumulation are usually small; or 
upon the older people who have made 
some progress in both earning power 
and accumulation, but have become set 
in their habits of saving and spending 
and usually have already selected their 
banking home. 

Evidently different motives can be 
used in appealing to youth and age. 
And with the adjustment of the appeal, 
the percentage of profitable accounts 
among younger people might show a 
healthy inerease. Perhaps financial ad- 


£1,600 
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vertising has not applied the right 
psychology in arousing the motives of 
younger people—enjoyment, education, 
independence, success. The responsive. 
ness of a market is never known until 
the right selling appeal has been applied 
to it. 

Another question raised by the analy- 
sis is whether men’s accounts are less 
desirable than those of women. In the 
business now on our books, more women 
than men seem to have active accounts 
above $75 and dormant accounts above 
$50. This condition may, however, be 
due to the man’s readier investment in 
securities and from the viewpoint of a 
general sales manager considering all 
the bank’s services, he may be the better 
prospect for the institution. Fig. D in. 
dicates the history of such an account 
and suggests the strategic time for sales 
work by the savings or investment de- 
partment. 

The graphic picturing of individual 
savings accounts suggests that there are 
crucial points in the growth of such 
an account. 41 per cent of the women’s 


(Continued en page 72) 





MAY JUNE JULY AUG. SEP 


7. 


Fig. D. Graphic history for one year of the account of a savings depositor who makes investments. 
e 


depressions show when securities were purchased 


, and suggest the strategic time for sales 


effort by the investment and savings departments. 
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100 
200 


1.49 
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1.41 


1.57 
1.53 


1.60 
1.57 


1.61 
1.60 


1.49 
1.45 


300 
400 


500 
600 


1.33 
1.25 


1.55 
1.52 


1.58 
1.56 
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1.62 
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TABLE 


AVERAGE BALANCES 


pe 
Annum $2,500 $5,000 $7,500 $10,000 $12,500$15,000 $17,500 $20,000 | $22,500 | $25,000 





1.63 1.63 
1.62 | 1.62 


1.63 
1.61 





1.60 1.61 
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NOTE: 


Figures in brackets | | show losses. 





A table similar to the above is used by every solicitor for commercial business in this bank, 


because it indicates at a 
looks down the average 


lance whether the account will be a source of profit or loss. He simply 
alance column to the horizontal line for the number of items handled 


WHEN IS A COMMERCIAL 
DEPOSIT UNPROFITABLE? 


Another interesting presentation of the cost 
system of The Guaranty Trust Company of 
New York which makes it easy to stop the leaks 


By FRANK J. SCOTT 


Auditor, Guaranty Trust Company of New York 


ESPITE the fact that deposit ac- 
counts are not yielding the profits 
they formerly did, there has been no 
concerted action on the part of banks 
to correct the condition. Today banks 
are paying practically the same rates 
of interest on deposit accounts that they 
paid when they were loaning out their 
funds at high money rates and when 
their operating costs were considerably 
less. P 
Too frequently banks look upon the 
size of deposit accounts in determining 
their value rather than the amount trans- 
ferred to Profit and Loss as a result of 
carrying such accounts. Proper cost 
analysis in the Guaranty Trust Com- 
Pany of New York, however, has shown 
us that the larger deposit accounts do 





not necessarily produce the greatest 
profits, as frequently depositors with 
large balances have oceasion to draw 
more checks and require more free 
service than smaller depositors, and fre- 
quently the rates of interest paid on 
large balanees are higher than the rates 


‘paid on small balances. 


As a result of applying costs to our 
deposit accounts, the Guaranty Trust 
Company of New York: determined 
some facts which, when stated, become 
obvious to anyone familiar with bank- 
ing. We have found that two factors 
primarily influence the profits made on 
deposit accounts, (1) the rate of in- 
terest paid and (2) the number of trans- 
actions created by a deposit account. 
In a 4% per cent money market, 





using assumed costs on a balance of 
$10,000 on which 144 deposit interest 
is paid, the profit earned equals 1.63 
per cent on the deposit account, and 
if instead of paying 144 per cent, the 
interest allowed is increased to 2 per 
cent, the percentage of profit will be 
reduced to 1.14 per cent on the deposit 
account, in order to make 1.63 per cent 
profit when 2 per cent is paid, the 
balance would have to be increased to 
$210,000. This is a startling fact and 
completely upsets the argument that if 
an account does not pay, the way to 
make it profitable is to have the deposit 
balance increased. It is obvious that 
the average $10,000 depositor cannot 
inerease his balance to $210,000. Hence 
to ask him to earry a profitable bal- 
ance is asking him to do the impossible. 

Another concrete example of the effect 
of the rate of interest paid on the profits 
of a deposit account becomes apparent 
when you consider that in the Guaranty 
Trust Company of New York in a 5 
per cent money market on a $900 ac- 
count with 300 items a year on which 
we pay no interest, we earn $18.06 per 
annum, whereas on a $1,000 account 
with 300 items a year (the same number 
of items) on which we pay 2 per cent 
we only earn $1.71 per annum. These 
illustrations demonstrate the effect on 
profits when interest is paid on deposit 
accounts. The activity on an account 
also influences the profit earned. 

In the Guaranty Trust Company of 
New York we found that in a 5 per cent 
money market that an account with an 
average balance of $2,000 with 300 
items a year on which we pay 2‘per cent 
deposit interest yields $18.22 profit per 
annum, and that an account with an 
average balance of $7,000 with 2,400 
items a year on which we pay 2 per 
cent deposit interest vields $18.03 profit 
per annum. 

Despite the fact that the $7,000 bal- 
ance is three and one half times greater 
than the $2,000 balance, we make more 
real profit on the $2,000 balance. Why? 
Because in carrying the $7,000 account, 
the volume of activity is eight times 


‘greater which affects the cast materially 


and hence decreases the profit earned. 

Depositors draw checks from neces- 
sity. Therefore, to make very active 
accounts profitable, it is necessary either 
to make these accounts pay directly for 
this activity on an item basis, or else 
to reduce the interest rate to a point 
where the account will earn, say 1.50 
per cent profit on its average balance. 
The activity in an aceount creates ex- 
pense because of the fact that such 
activity makes clerical work and the 
volume of work performed influences 
the size of your clerical staff which in 
a bank oceasions a large element of 
expense. ’ 

Proper cost accounts are essential to 
the safe conduct of business unless the 

(Continued on page 56) 








At the annual Field Day of the Harris Trust and Savings Bank officers and employes of the bank foregather at a country club near the city 


and disport themselves in games, songs, feasting and dancing. This event is looked forward to throughout the year. 


Notice the joyous counte- 


nances of everyone in the picture, and also the festive bonnets that adorn many of the fair Harrisites. 


TEN WAYS A BANK CAN PROMOTE 
EMPLOYES’ FELLOWSHIP 


Activities such as entertainment and athletics are 
not only initiated but supported and managed 


by 


racine of their favorable influ- 
ence upon the morale of the staff 
many activities such as dramaties, 
athletics, welfare, thrift and investment 
plans, are encouraged by the bank man- 
agement and supported and administered 
by the employes. 

There are many reasons why the em- 
ployes should do these things. First, 
they probably want to have a hand in 
them and will appreciate them more if 
they are the result of their own plan- 
ning and effort. Then, they are likely 
more nearly to fit into the character- 
isties of the people employed and the 
needs of the organization if the workers 
initiate and carry out these phases of 
personnel work. Furthermore, they 
afford an outlet for and a means of 
development of those latent qualities of 
leadership that are worth encouraging 
in the staff of any organization. 

The activities that may be carried on 
in any given organization will vary in 
kind and extent, of course, with the 
conditions of the organization, and their 
relative merits depend, likewise, upon 
the circumstances of the bank. In the 
discussion that follows, we shall describe 
a variety of them and point out briefly 
ways in which they have contributed to 
the welfare of the bank in which they 
have been used. 

Entertainment Activities 
There are very few banks that do 
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the workers 


themselves in many 


By WALTER R. BIMSON 


Harris Trust and Savings Bank, Chicago 


not have some form of social entertain- 
ment for the staff. The purposes of 
these gatherings are many. They may 
be part of a new business campaign or 
contest and serve the purpose of getting 
the employes enlisted in a united effort 
to procure new accounts. The success 
of financial campaigns in nearly all 
fields of activity, has demonstrated the 
usefulness of these mass meetings, with 


or without food and entertainment, as — 


a method for creating enthusiasm for 
the attainment of some goal requiring 
the services and support of an entire 
group. Banks have frequently used 
this method of initiating campaigns of 
various kinds. Or, these gatherings 
may be simply “good fellowship” meet- 
ings, for the purpose of encouraging 
better feeling and more general acquain- 
tanceship. Well planned, and executed 
with a genuine friendly feeling, they 
unquestionably do a’ good deal of good. 

Many banks give an annual dinner 
to all employes, accompanied some- 
times by entertainment and _ often 
followed by dancing. These dinners are 
almost always enthusiastically attended. 
The wives and husbands of employes 
are sometimes invited. Although such 
affairs undoubtedly give good returns in 
increased good will, a number of smaller 
dinners may be more effective. Par- 
ticularly, in very large organizations, 
smaller groups more homogeneous in 


banks 


character, at which more informality 
may prevail and those present may come 
into more personal and intimate contact, 
may be found to be of greater value 
than the larger meetings. A series of 
such dinners arranged throughout the 
winter in one city bank, resulted in a 
quite unprecedented spirit of good 
fellowship and friendliness in the 
groups attending these events. 

Dramatics, Glee Clubs, home talent 
shows, ete., are frequently encouraged 
in the belief that they contribute to 
the morale of the organization. In or- 
ganizations where creditable perform- 
anees can be given, the effect is good. 
There develops in many businesses a 
justifiable pride in the performances of 
some employe organization, which, un- 
questionably has a favorable effect and 
helps create institutional spirit. In 
every organization of size a surprising 
amount of good talent can be discovered 
and, with proper coaching, developed 
into high grade performances. 

It is a good sound principle to follow 
in such affairs—that the employes 
should play some active part in the 
preparation and carrying out of these 
gatherings. In many banks it has been 
found advisable to have many and large 
committees appointed for every such 
affair, to make plans far in advance of 
the event and to create as much 
pleasure from anticipation of the event 
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as possible. For example, the Harris 
Trust and Savings Bank, Chicago, has 
an annual Field Day at one of the 
Country Clubs near Chicago on Colum- 
bus Day (October 12th). The pres- 
ident appoints a large general com- 
mittee, each member of which has the 
responsibility for some one phase of the 
outing. Each chairman in turn appoints 
a committee, usually a very large one, 
to make and earry out plans for the 
day. A month or more before the event 
there are 75 or more people actively 
planning, talking, working for Field 
Day. The publicity committee gets out 
quantities of material, most of it written 
in a humorous style. The preparatory 
work is done in such a way that the 
employes eagerly look forward to the 
day. The effect of everybody working 
together for this day of good fun is 
probably quite as beneficial as the 
actual celebration. 

This same method is employed in all 
of the entertainment activities, with the 
result that while there are not many 
affairs in the course of the year, the 
effects of those that are held are long- 
lived. 

The Field Day of the Harris Trust 
and Savings Bank for many years has 
been the outstanding day of the year 
for the staffi—so much so that as one 
of the enthusiasts recently described it, 
“it is the day by which we measure all 
other events as occurring so many days 
or weeks or months before or after Field 
Day.” On this day all the officers and 
employes of the bank, men and women, 
are transported from their homes to the 
Country Club. 


to athletic and out-door sports. Golf 
tournaments, tennis matches, putting 


contests, quoits, hikes, games and a ball 
game featured “by the playing of the 
president and several senior officers, fill 
the hours before lunch. After a good 
meal, prizes are awarded and (he bank 
championship in all branches of sports 
are announced with an appropriate 
setting of songs, cheers and _ short 
speeches. After luncheon a good or- 


The morning is devoted , 








chestra and a good dance floor furnish 
the means of supplying several hours 
of good fun. 

Some banks have found it a good 
thing to have wives and families of the 
employes attend the annual pienie. This 
is done in recognition of the fact that 
it is as important to have the good will 
and loyalty of the family as of the em- 
ploye himself. In the ease of a large 
organization, however, the difficulties of 
accommodating. a large number of 
people is often a determining factor. 

Athletics 

Through the instrumentality of the 
American Institute of Banking, in many 
cities banks have been carrying on a 
program of athletics. In other places, 
independent inter-bank leagues have 
been formed to encourage athletic 











Such 
not only in their effects upon the health 
of the participants, but also in develop- 


sports. activities are beneficial, 


ing an institutional spirit. Colleges 
have long since demonstrated the efficacy 
of athletics in creating school spirit. 
The same results to a more limited ex- 
tent are desirable in a business organiza- 
tion and ean be obtained in much the 
same way. In Chicago, where the local 
chapter of the A. I. B. promotes an ex- 
tensive athletic program, inter-bank 
matches are carried out in the follow- 
ing sports: Basketball, baseball, golf, 
indoor and outdoor track and _ field 
events, handball, bowling, billiards, rifle 
and revolver shooting. Individual and 
team prizes are awarded. The fortunes 
of the various teams and contestants 


(Continued on page 48) 


WHAT THESE ARTICLES CONTRIBUTE 
TO SUCCESSFUL BANKING 


HE series of articles on bank personnel management of’ 
which this is the eighth crystallizes and presents in concrete 
form for the first time successful experience on this problem of 


growing importance to banks. 


It is expected that the American 


Bankers Association as a whole will soon follow the action of 
the Trust Company Division in naming a special committee to 


consider personnel problems. 


The series has thus far taken up the following parts of the 


subject. 


Personnel management problems. 


Selecting the employe. 


Making the new employe feel at home. 


Job analysis. 


Developing executive ability. 


The salary problem. 


Other financial incentives, bonus and profit sharing 


plans, etc. 
Employes’ activities. 


The war emphasized the work of women in banks, and the 
article for next month will be an interesting analysis of the 
present position of women in banking. 





HOW WE STEPPED ON THE GAS TO 
PRODUCE 8806 ACCOUNTS 


A thrilling speedway race was the keynote 
of this remarkable employes new business 
contest in the Cleveland Trust Company 


By E. V. NEWTON 


New Business Manager, Cleveland Trust Company, Cleveland, Ohio 


URING the war, one of the big 
factors in the success of the tive 
Liberty Loan Drives was the competi- 
tive selling organizations, but banks 
have been slow in recognizing and using 
to advantage the spirit of competition. 
There are two things which must be 
considered by every bank which con- 
siders any sort of an organized effort 
by its employes. First, its employes 
must be imbued with the right spirit. 
They must be interested in their jobs, 
believe profoundly in their bank and 
be willing to go the limit to put a cam- 
paign across. 

Second, a bank must be willing to in- 
vest enough of its funds and the time 
of some of its officers and employes to 
create an efficient and enthusiastic cam- 
paign organization. It isn’t enough for 
a bank to announce that it is going to 
stage a campaign and then to sit back 
and trust to luck for good results. It 
requires weeks of careful planning, 
many conferences, a definite program in 
black and white, and above all, a group 
of employes filled with the spirit of 
competition and who will carry through. 

We have at our bank an organization 
known as the Cleveland Trust Club, the 
membership of which is made up of 
employes of the bank who now number 
more than 400. Seven years ago, this 
organization asked our executive com- 
mittee for permission to put on an em- 
ployes’ contest. This was done at the 
club’s own initiative because it felt that 
the employes wanted to do something 
for their bank which in a practical way 
would demonstrate that they were in- 
terested in their jobs and the future of 
the Cleveland Trust Company. This 
permission was at first refused but the 
employes were in earnest and after a 
second appeal, permission was granted 
and a campaign has been staged suc- 
cessfully each year since that time by 
the employes with increasing success. 

Of course, while these annual cam- 
paigns are initiated and developed by 
the employes, one or two of the officers 
serve on a Booster Committee, composed 
of ten or twelve members, the chairman 
of which is a member of the new busi- 
ness committee. This Booster Com- 
mittee usually holds its first meeting 
about 60 days in advance of the cam- 
paign and then about every ten days 
thereafter. Campaign dates are set, 
quotas fixed and leaders selected. The 
selection of the leaders or team cap- 
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tains and the setting of points and 
prizes should and does require an im- 
mense amount of time. 

The general plan for the conduct of 
the campaigns has been changed some- 
what each year due to the growth of 
our organization and also because we 
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have profited by the experience of pre- 
vious campaigns. For a member of 
campaigns, up until this year, a quota 
had been given each employe of ten 
new accounts and $1000 in initial de- 
posits. This year we changed this plan 
and individual quotas were dropped en- 
tirely. Instead a quota was given to 
each one of our offices, based on the 


growth of that particular office for the 


first nine months of 1923. 

Our campaign this year took the form 
of a motor speedway race. We have 
53 offices located throughout Cleveland 
and its suburbs and the city was divided 
into five districts. A pilot and assist- 
ant pilot were put in charge of each 
district and a captain was named to 
supervise the work of each office. About 
two weeks before the campaign opened, 
a meeting of the pilots and assistants 
was held at the main office when plans 
for the campaign were discussed and 
approved. In the past it had been our 
practice to hold a big rally meeting at 
one of the downtown hotels prior to 
the opening of the campaign. This 
year, owing to the size of our organiza- 
tion, it was decided to hold instead a 
rally meeting in each of the five dis- 


tricts. In this way we felt we would 
be able to get more of our employes 
to the meetings in their respective dis- 
triects and thus be able to instill greater 
spirit and enthusiasm into a larger num- 
ber of our employes than we had hereto- 
fore. 

These meetings were held in halls or 
bank lobbies near the center of each 
district. Talks were made by the gen- 
eral chairman of the campaign commit- 
tee, the pilot in charge of the district 
and other workers. We also presented 
at each of these rallies a sketch en- 
titled “Right About Face.” This was 
put on by three people from the new 
business department and demonstrated 
how a representative of the bank won 
over a hard boiled business man of crit- 
ical disposition and also got an account 
from his stenographer: It presented to 
the employes in an interesting way the 
arguments which they would have to 
meet in selling Cleveland Trust service 
and proved to be very helpful. The 
meetings were followed by dancing and 
refreshments. 

Each district pilot had a meeting of 
his assistant pilots and the captains 
from each office before the campaign 
started when plans were made for carry- 
ing on the work in their respective dis- 
tricts. Each captain in turn who had 
charge of the employes of individual 
offices had a meeting of his workers 
when lists of prospects were prepared 
and plans made by the workers to get 
the quota which had been assigned to 
that office. 

Following the five district meetings, 
a final meeting was held at one of the 
hotels. This was in the nature of a 
pep rally the night before the campaign 
started and every officer and employe 
was expected to be present. Talks were 
made by several of the executive officers, 
songs were sung, and groups of workers 
representing certain districts “razzed” 
the other groups by putting on stunts. 
All these different meeting had the effect 
of stirring up a great amount of en- 
thusiasm so that ex employe, from 
the president to the thewest office boy 
knew that was going to happen and 
just what was expected\of him individu- 
ally. . 

The morning the campaign opened, 
each employe received an envelope con- 
taining the Booster Booklet, giving the 
rules, quotas and suggestions for carry- 
ing on the campaign, the first Booster 
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Bulletin, blotters, introduction ecards 
and other supplies. By special mes- 
senger each employe had placed on his 
desk at nine o’clock an inexpensive pair 
of cardboard goggles, with a ecard at- 
tached which read, “Put on the Goggles,” 
“Step on the Gas,” “Let’s Go!” 

One of the board rooms at the main 
office of the bank was turned over to 
the Booster Committee as campaign 
headquarters. Here a corps of ten or 
twelve clerks tabulated the results of 
the campaign, sent out supplies, bul- 
letins and the campaign literature which 
was gotten into the hands of workers 
every few days. A special new busi- 
ness report from each office was pre- 
pared and sent directly to Booster 
Headquarters each day. As quickly as 
these was received the results were 
tabulated and the workers appraised of 
the standings of the various teams and 
districts every other day. 

A schedule of points was worked out 
for each item of business and a long 
list of cash prizes was offered contest- 
ants for getting results. The prizes 
were arranged in such a way that em- 
ployes in individual offices competed 
with each other, teams competed with 
teams and districts with districts. Three 
special prizes were offered each week 
to workers making the best record for 
that period. 

Most new business campaigns lag 
about the time the campaign is half 
over. To offset this we used, this year, 
three stunts to keep up the interest. The 
Friday before Christmas was designated 
as Allegiance Day. On that day each 
employe was asked to bring in one new 
account to show his allegiance to our 
president, Mr. Harris Creech. The re- 
sults of this Allegiance Day were en- 


_ tered in an enlarged de luxe passbook 


and presented to our president at a 
special meeting in our main office lobby 
on the Saturday afternoon before 
Christmas. 


This year the officers became in- 
terested and wanted to do something to 
have a part in the campaign. To this 
end a “Million Dollar Club” was or- 
ganized. Each officer and department 
head in order to qualify for member- 
ship in the club had to bring in $20,000 
in brand-new business. Everyone who 
did qualify was to be given a dinner at 
one of our exclusive clubs in Cleveland. 
Although the idea was not sprung until 
a week preceding the close of the cam- 


- paign, thirty-two qualified for a total . 


of $1,400,000. 

As the campaign was drawing to a 
close it was discovered that quite a 
number of our employes had failed to 
bring in even one new account. We 
prepared a letter which was sent to all 
of these employes notifying them that 
they were considered members of the 
“No Account Club,” but that their resig- 
nation from this club. would be accepted 

(Continued on page 54) 
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Is this farmer man 


aging his farm systematically and efficiently? 
the article below the —_ it Sane for him to guide his business course pru 
the cost accounting burden. 


Under the plan described in 
i —-& by relieving 


SIMPLIFYING FARMER’S 
ACCOUNTING PROBLEM 


For a modest remuneration this bank handles 
all of the farmer’s bookkeeping and in 
this way is able to supervise his finances 


By C. W. WRIGHT 


Auditor, First Branch Pacific Southwest Trust and Savings Bank 
Santa Paula, California 


ROWING competition and _ pro- 

gressiveness among farmers are 
making it more and more imperative 
that the farmer manage his farm as 
systematically as does the manufacturer 
or the retailer his business. 

In November, 1919 our bank in- 
augurated a system of farm accounting 
which provides for the keeping of the 
farmers accounts in the bank. 

The department was started in a 
modest way and it has grown steadily. 
In opening up a set of books for any 
of our patrons, we get a complete and 
accurate statement of all assets and 
liabilities. In order to do this we go 
to the farm and take a complete in- 
ventory of all property, orchards, pipe 
lines, buildings and other equipment 
such as horses, mules, automobiles, 
tractors, farm implements, ete. In 
completing the inventory records we in- 
clude the cost of each item and the date 
it was purchased or acquired, and in 
ease of items purchased or acquired 
before March 1, 1923, the value of the 
item at that date. We also include all 
personal assets and liabilities such as 
investments, notes payable, mortgages, 
ete. All personal assets and liabilities 
such as investments, notes payable, 
mortgages, ete., are also included. 

After compiling all of this informa- 
tion, we next make up a balance sheet 
as of the first of the year and set up a 


reserve for depreciation, or reduce the 
assets by the depreciation which has 
been taken in previous years. . 

After the opening entries are made, 
ledger accounts are opened for all 
assets, liabilities and income and ex- 
pense items. A cash journal is used 
in connection with the ledger, so the 
system requires only two different 
books. We have also a cash journal 
sheet which meets the needs of all 
farmers raising sundry products. 

In writing up the monthly accounts 
we require that all checks be marked, 
preferably in the lower left hand corner 
showing what the check was for. We 
also require that when making deposits 
a statement be made showing what the 
deposit covered. In this way we can 
refer to our files at the end of each 
month for information regarding farm 
ineome. In the ease of cheeks which 
are made out for purely personal and 
household expenses they are marked 
“personal” or “household.” In the case 
of growers who are members of the 
citrus associations the total credits and 
charges are entered from their state- 
ments showing numerous packing house 
charges, ete. 

At the end of each month the bank 
has instructions to make up monthly 
statements of all accounts which are 
kept in this department and these are 

(Continued on page 81) 











SAFEGUARDS THAT ARE REQUIRED 
AGAINST THE MODERN YEGG 


Powerful safecracking weapons now lie at 
the hand of the burglar and increasing vig- 
ilance is demanded for adequate protection* 


LTHOUGH we hear of no_ bur- 

glarious exploit today comparable 
with those classics, the super-robberies 
of the Manhattan Savings Institution, 
the Ocean National Bank, The 
Northampton, and a few others of the 
sixties and seventies, it surely is not 
because of any lack of opportunity. 
Perhaps a reason that such exploits are 
not accomplished today is found in the 
inclination, perfectly natural to the 
irresponsible man as well as the respon- 
sible, to adopt the easiest way, which 
for the potential burglar, seems of 
recent years to be that of banditry. 
This however, is rapidly becoming less 
easy. The use of alarms, armored ears 
and other safeguards is increasing, and 
police and other patrols are instructed 
to shoot to kill. The game is getting 
difficult and dangerous and is bound to 
be less popular as methods for its sup- 
pression and sureness of punishment 





By FREDERICK P. HOLMES 


Consulting Vault Engineer 
become more and more effective. 

This not mean that criminals 
will turn over a new leaf and become 
honest; they may indeed turn the leaf, 
but it will be one in their own book 
from which they will learn the renais- 
sanee of bank burglary. 

Note the changed and alluring condi- 
tions; where there was one vault half 
a century ago, there are now dozens; 


does 


the value of their contents has im- 
measurably risen and the available 
scientific equipment with which to 


attack is vast and varied and in skilled 
hands astoundingly efficient. The old 
time burglar’s work was long, difficult 
and laborious. He required specially 
made and expensive tools. Now his 
devices lie all about him as apparatus in 
wide industrial use, needing only to be 
picked up. 

This outlook constitutes an inereas- 
ing obligation to more fully safe-guard 


Two massive vault doors in the Guaranty Trust Company of New York, designed by the author 


of this article and built by the Mosler Safe Company. 
in the United States. 


24 * From an address before the New York Chapter of the American Institute of Banking. 


hey are among the most impregnable 


the interests confided to your care, by 
added vigilance, the betterment or re. 
placement in whole or in part of present 


existing security appliances, 


and 
methods of protection. 
Taking for granted that the vault 


once locked up for the night constitutes 
a condition sufficient unto itself is far 
from a finality. No institution of what- 
ever character could afford to purchase 


a structure that would fulfill such a 
requirement, for while, from an en 
gineering standpoint, it is entirely 


feasible to design and build a strong 
room that would withstand attacks by 
all known methods for any given length 
of time, the housing space required, 
plus its cost, would be so great as to 
make such a proposition wholly unten- 
able. 

This evident when we con- 
sider the tremendous efficiency of known 
forces that can be destructively applied 
against any construction that 
built for reasonable cost. 

Dependence must be placed upon 
other and different factors, such as 
inside guards and outside patrol, electric 
protection, police, and in emergency, a 
eall upon the State Militia and Federal 
Foree, and in order to insure efficient 


becomes 


can be 


co-operation along these lines, the vault 
structure must be so located, and 
guarded and equipped, as to bring them 
into play at the earliest 
moment. 

This can in part be done by so isolat- 
ing the vault as to provide complete 
observation, and by placing the electric 
protection envelope as nearly as 
ticable to the outside surface. 

Tunnelling is one of the oldest and 
most suecessful methods of burglary. It 
matters not how long it may take to 
drive the tunnel, the game is worth the 
candle, and with electricity as a source 
of power, no tunnel is impracticable. 
Electrically driven apparatus of various 
kinds is easily used, electrie light and 
electric ventilation is always available, 
and any resistance at the end of the 
tunnel can be overcome by various 
methods and equipments in wide indus- 
trial use. 

In the guarding of the open vault, it 
is desirable to surround the vault room, 
regardless of its size, with a reasonably 
strong barrier, sufficient to retard a 
surprise attack which might breach the 

(Continued on page 61) 


necessary 


prae- 





TRACING THE DEVELOPMENT OF 
PAR CHECK COLLECTION 






The majority of banks are now convinced that 
the plan advocated by the Federal Reserve 
System is economically sound and valuable 


By H. F. STRATER 


Assistant Cashier, Federal Reserve Bank of Cleveland 


ARLY in 1915, the Federal Re- 

serve banks undertook to carry out 
the provisions of the Federal Reserve 
Act as they then related to check col- 
lection and clearing operations. Al- 
though it was evident from the language 
of the Act that it was the intention of 
Congress to provide a check collection 
and clearing agency for the use of the 
member banks of the System, the Act 
did not specifically define the scope of 
these operations; it did, however, pre- 
seribe the character of the items which 
might be received on deposit by Federal 
Reserve banks. Originally, the activ- 
ities of the reserve banks were confined 
to the collection of checks and drafts 
upon solvent member banks or other 
Federal Reserve banks payable upon 
presentation. Naturally, the limited 
class of items which might be received 
did not tend to encourage the use by 
member banks of the collection and 
clearing facilities of the Federal Reserve 
banks. In 1916, the Act was amended 
to permit reserve banks to receive de- 
posits of all checks and drafts payable 
upon presentation but prohibited the 
payment of exchange. This amendment 
opened a much wider field to the Federal 
Reserve banks and from the time of its 
passage progress was more rapid. 

In 1920, the Federal Reserve banks 
had succeeded in opening avenues for 
the par collection of checks drawn on 
all banks in the United States except 
1,732 which were located for the most 
part in the southeastern portion of the 
United States. Efforts put forth by 
the Federal Reserve banks operating 
in the territory where these non par 
banks were located, failed to bring any 
‘change in their attitude which had been 
from the beginning one of determined 
opposition to the payment of their 
checks at face value. Every possible 
argument had been used to persuade 
these banks to remit for cheeks on 
themselves at par without effect and the 
member banks in other sections of the 
country where par payment was uni- 
versally in effect were demanding that 
some channel for the par collection of 
* checks on these non-assenting banks be 
opened to them. They argued that the 


non-assenting banks were obtaining the 
benefit of par collection in other sec- 
tions and should be willing to co-operate 
by paying their own checks at their 
face value. 


Because of the inability of 


the Federal Reserve banks to collect 
these items through the usual channels, 
it became necessary to make collection 
by presentation by an agent at the 
counter for payment in eash. 

In June 1920, a number of non- 
member state banks filed a petition in 
the Superior Court of Fulton County, 
Georgia, for an injunction restraining 
the Federal Reserve Bank of Atlanta 
from collecting checks drawn on the 
plaintiff banks in any other manner 
than through the mails. The suit was 
removed to the United States District 
Court for the northern district of 
Georgia and was decided against the 
state banks. The United States Cireuit 
Court of Appeals affirmed the decision 
of the District Court and eventually the 
Supreme Court of the United States 
affirmed the decision of the lower courts 
(American Bank and Trust Company 
vs. Federal Reserve Bank of Atlanta 
280 Fed. Rep. 940.) In a number of 
states where opposition was _partic- 
ularly strong the non-assenting banks 
were instrumental in having statutes 
passed permitting state banks and trust 
companies to make payment for checks 
drawn on them, in exchange over the 
counter when presented by a Federal 
Reserve bank or any agent or through 
an express company or post office. 
Most of these statutes made an exchange 
charge either obligatory or permissive. 
The statute of only one state, North 
Carolina however, has been put to the 
test through the courts. This statute 
was originally declared unconstitutional 
by the Supreme Court of the state, 
which decision was reversed by the 
Supreme Court of the United States 
in the ease of the Farmers and Mer- 
chants Bank of Monroe, North Carolina 
vs. the Federal Reserve Bank of Rich- 
mond (U. S. 649, 43 Sup. Ct. 651). 

When it became evident that as a 
result of court decisions, legislation in 


‘ certain of the states, and the determined 


opposition of some of the non-member 
banks, further progress in the diree- 
tion of making par collection through 
the Federal Reserve System universally 
effective, was seriously impeded, the 
Federal Reserve Board and the Federal 
Reserve banks decided to discontinue 
receiving for collection from their 
member banks, cheeks on those non- 
member banks which continued their 
determined opposition to par payment. 


As a result of this policy, a number of 
non-member banks which had _pre- 
viously agreed to pay for their checks 
at per abrogated their agreement and 
the number of non par banks was 
gradually increased by these voluntary 
withdrawals. All of the Federal Re- 
serve banks had felt that in order to 
make par collection universal, it was 
their duty to attempt. to collect all 
checks regardless of whether or not pay- 
ment in satisfactory form could be 
obtained and regardless of the risk 
involved in accepting as payment, drafts 
which might not be paid. When it 
became evident that the risks were 
becoming serious and in some eases 
dangerous, a number of the Federal 
Reserve banks felt that for their own 
protection and the protection of member 
banks they must discontir:+s--eollect 
checks on many non-member banks 
which had agreed to pay their checks at 
par, the handling of which meant the 
assumption of unwarranted risks. This 
further increased the number of non 
par banks until at the present time out 
of some 29,000 banks in the United 
States, checks drawn on slightly more 
than 3,000 cannot be collected through 
the Federal Reserve System. 

Par payment of checks has been ad- 
voeated by the Federal Reserve System 
because it is economically sound, and 
there is no justification for exacting a 
collection charge for a service which is 
not performed. The vast majority of 
non-member banks evidently are of the 
same opinion as evidenced by the fact 
that out of a total of 19,300 non-member 
banks less than 3,200 (and this number 
includes the banks whose checks the 
Federal Reserve banks do not consider 
it advisable to handle) are still opposed 
to par payment, and because the Fed- 
eral Reserve Act clearly intends that 
the reserve banks should act as collect- 
ing and clearing agencies for their 
member banks. Furthermore, par col- 
lection is of great value to the com- 
merce of the country, to the general 
public and to member banks because 
of the time and expense which is saved 
through the direct, expeditious and 
economical collection of checks. Even 
the non-member banks which oppose it, 
benefit indirectly because they are able 
to collect checks on a vast majority of 
banks without cost to themselves while 


(Continued on page 52) 
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TWO PLANS 


TO SECURE 


THE WORKERS’ SAVINGS 


Experience is showing the strength of the pay- 
roll deduction method because wage earners 
save more when temptation to spend is removed 


By MARY B. REEVES 


Manager, Industrial and School Savings, Philadelphia Savings Fund Society 
Philadelphia, Pennsylvania 


NDUSTRIAL savings plans can be 

divided into two main classifications : 
the payroll deduction plan and the 
voluntary association plan. 

Under the payroll deduction plan the 
employe voluntarily authorizes the em- 
ployer to deduct a certain amount from 
his pay-envelope each pay-day. At the 
end of the month the employer sends 
to the depositing bank a check covering 
the savings of all employes for the 
month together with a list of the depos- 
itors’ names and the bank signature 
cards. The bank issues individual bank 
books erediting each according to the 
employer’s list and sends the books to 
the plant where the process is repeated. 
Every pay day a receipt is placed in 
the emp Byul envelope indicating how 
much has been withheld for savings. 
To increase or decrease the weekly 
amount, to withdraw from the plan the 
employe simply notifies the bookkeeper 
at the plant. He may make additional 
deposits or withdrawals at the bank 
upon presenting his book. 

Under the voluntary association plan 
the employes organizing among them- 
selves choosing from their own number 
one or more individuals to act as eol- 
lectors. -Every pay-day they deposit 
their savings with the collector, who 
makes a list of the depositors which 
he turns over to the bank teller, with 
cash and bank books. The teller makes 
the entries in the books at the plant 
and the money is safely transported 
to the bank. The employe may deposit 
any amount he wishes; deposit every 
week or intermittently; or deposit at 
the bank. 

Under both plans the prevailing rate 
of interest is paid. 

Changing conditions make it impos- 
sible for depositors to come to the bank 
as they did when savings banks were 
first organized. A bank founded in the 
heart of a residential district may now 
find itself surrounded by business 
houses. The appearance of localities 
alters with their growth. 

If potential depositors cannot con- 
veniently go to the bank, the bank must 
go to them. The saving field to be 
cultivated is where the money is earned. 
The class of workers to whom industrial 
savings applies is the large group of 
individuals who work with their hands, 


to whom night is nothing but a filling 
station for the exhaunted tank of 
energy. 

Industrial savings has a_psycholog- 
ical appeal. The best time for earners 
tou save is when they have their pay- 
envelope in hand. If they wait to go 
home the money they might have saved 
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is spent for numerous unanticipated 
reasons. Savings at the plant is a strong 
method of instilling the habit of con- 
servation. It is saving first and spend- 
ing afterward. 


The first essential for a bank under- 
taking industrial savings is to study 
the community and then with a list of 
the leading industries in hand map out 
a routine of visits to the employers. 
Experience points toward the wisdom 
of unannounced visits. Interviews ar- 
ranged by appointment are apt to be 
hampered byagreconceived prejudices. 
The fairest chance for presenting the 
ease of industrial savings is face to 
face with the employer, describing the 
idea on the spot. It is far easier to 
overcome objections, and clear away 
misappréhensions if the employer is 
hearing the plan for the first time than 
it is if he has had an opportunity to 
close his mind to certain of its phases 
beforehand. He may object to the 
deduction plan. If so,.the voluntary as- 
sociation can be offered as an alter- 
native. Herein lies the advantage of 
having a flexible plan. The objections 


to the deduction method are a good in- 
tion, and vice versa. An employer who 


is interested in helping his employes 
to save at all cannot but approve of one 
of these two plans. 

Assuming that he has consented to 
having one of them introduced, the 
next step is to present the idea to the 
employes. For this purpose a ten- 
minute talk to the assembled workers js 
suffiicient—preferably on the company’s 
time; but if that is not possible, during 
lunch hour. After they have eaten, 
their reception is more cordial. 


This talk should be announced by 
notices posted around the plant, and 
descriptive circulars distributed no 
longer than a week in advance. 


The time to put the industrial savings 
plan in operation is immediately upon 
concluding the talk. For this reason 
it is advisable to make the initial ap- 
pearance on pay-day. The talk may 
strike home, but the impulse, once given 
a chance to cool off, is harder to revive. 
Ten minutes of reasons why, and of 
explanation how to save regularly at 
the plant must be followed up imme- 
diately with the provision for doing 
these things. 

It may be necessary to return on 
three or four successive pay days to 
familiarize everybody with the plan. 
A helpful supplement to the personal 
contact is the use of posters in con- 
spicuous places about the building,— 
at one side of the time clock; at the 
head of the stairs where emploes come 
in; and in the rest rooms or locker 
rooms. Another regular aid of the bank 
representative is the pay envelope. 
Having a short, significant message 
from the bank on all pay envelopes that 
are used in the plant keeps the thought 
of saving on pay-day constantly before 
those who are not yet convinced. 

Many employers look askance at the 
payroll deduction plan because it means 
some additional work for the book- 
keeper. Few of them have any fault 
to find with the voluntary association 
plan. It is the exceptional employer 
who will allow the employes to choose 
for themselves. It seems to make little 
difference to the employes whether they 
have the deduction or voluntary plan. 


In our experience where the deduction 
plan has passed the censorship of the 
employer the employes have unhesitat- 
ingly accepted it. The employes save 
more in the total under this plan because 
a definite amount is withheld every 
week and their money is kept out of 
the tempting range where it can be 
spent. 

The idea of industrial savings is as 
yet new to the majority of employers. 
Not having thought of it seriously in 
practical terms as a means to reduce 
lobor turnover, to improve the workers’ 
morale, and to lessen radical tendencies 
within the’ ranks, they are prone to 
hesitate. 
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BOOKLETS HAVE A PLACE 


IN BANK ADVERTISING 


By EDWIN BIRD WILSON 


HE booklet in bank advertising is 
a sort of half way house between 
the newspaper and the bank. 

The newspaper advertising, univer- 
sally read in any community that has 
good local papers, gets the attention 
and interest of the reader in behalf of 
the bank. The booklet helps him to 
find out more about the bank and to find 
his way toward the bank, perhaps to 
enter it. The personal work of officers 
and solicitors secures him as a customer. 

All three—newspaper advertising, 
booklets and solicitors—should work to- 
gether. Their efforts should be co- 
ordinated. Instances are not wanting 
where newspaper advertising alone has 
secured splendid new business for bank- 
ing institutions. One case oecurs to 
mind where a trust company, after per- 
sistent, intelligent newspaper advertis- 


* * 


MAKING A PROFIT ON 
INSURANCE TRUST 


N developing our profitable insurance 
trust business in the Union Trust 

Company of Detroit we were first faced 
with the problem of mapping out a 
campaign whereby we could enjoy the 
trust business which we had and yet 
be within the bounds of our trust activi- 
ties. 

One of the first steps was to choose 
the right men for establishing the proper 
set-up. There was the lawyer, the real 
estate man and the insurance man. 

There were many bankers who had 
little use for insurance men and many 
insurance men who had little use for 
bankers. And there seemed good rea- 
sons for it. Something must have gone 
wrong. So we, in Detroit, tried to find 
out what was the matter with the insur- 
ance men and tried to find out what 
was the matter with us. We sent out 
a questionnaire to all the insurance 
agents and managers in the city. 


We asked them what was the per- | 


centage of life insurance which was 
squandered in, say, seven years from the 
time the principal was paid. Ninety 
per cent, we found, was the answer. 
We also learned that 70 per cent of 
all the inheritances received on death in 
the United States were squandered with- 
in three years from the time of a per- 
son’s death and that of that 70 per 
cent, 60 per cent was life insurance. 
So we came to the conclusion that there 





ing over a few years settled down to a 
steady acquisition of new business at 
the average rate of about $1,000,000 a 
month. The newspaper advertising 
continues and the new business continues 
to flow in at about the same rate. 


There have been cases, also, where 
booklets, of the right caliber, per- 
sistently cireulated to the right people 
have produced most excellent results. 
These cases are found chiefly in the 
field of savings and trust business. 


Personal solicitation, unsupported by 
advertising has had its successes, like- 
wise. 

But the three elements combined have 
the far greater chance of greater suc- 
cess. 

Under booklets I inelude leaflets, 
folders, stuffers, brochures and all such 
publications as are ordinarily embraced 


* * 


must be a pretty good field in Detroit 
for the trust company, set apart from 
the banking institutions,—a pretty good 
opportunity for us to co-operate with 
the insurance men and accomplish 
something. 

I knew that the insurance plan was 
looked upon as a fine idea. It could 
not be possible that life insurance 
people had given much thought on how 
to conserve the estate after death. They 
did not seem to be concerned with that. 
At any rate, their contracts do not allow 
them to use diseretionary power in the 
administration of an estate, a point of 
strongest argument for trust companies. 

We proceeded on the program that 
there was no competition: that there 
was no conflict between the insurance 
companies’ idea of life insurance and a 
banker’s idea of a trust of life insur- 
ance, and we broadcasted that idea just 
as soon as we could. They could sell 
their regular plan of contract insurance 
wherever it was desirable, but if they 
could not, then they were urged not to 
lose a good prospect for the trust plan. 

The far minded life insurance man 
comprehended the idea immediately. It 
seemed a new day had dawned. But it 
was difficult to understand at first. The 
average insurance man_ knows little 
about the life insurance trust. So we 
developed many sources whereby insur- 
ance could be sold. We _ prepared 
stories—advertisements—at great  ex- 
pense, on life insurance. We were not 
writing any life insurance but our name 





in the general term of “direct advertis- 
ing literature.” 

Booklets can tell a more detailed story 
than newspaper advertising ordinarily 
ean tell and hold the reader’s interest. 
They must not be so long as to be 
tedious. It is far better to tell about 
one kind of bank service in each of a 
dozen booklets—a one or two-minute 
story in each—than to tell all about a 
banking institution in one booklet 
that takes. fifteen or twenty or thirty 
minutes to read. 


Distribution is quite as important as 
the booklet’s appearance and content. 
For a limited list of “prospects,” for 
trust service, for example, mailing 
under full postage rate is perhaps the 
most desirable method. But. counter 
distribution, enclosing with pass-books 
and other obvious and costless methods 
of distribution should not be overlooked. 


For wide circulation, when lists of 
any kind are impracticable—as for 
savings accounts—“house-to-house” or 
“mass” distribution is the most feasible 
and economical. 

Booklets have an important place, 
also, in holding and building up a 
bank’s present business, if the right 
kinds are used and sent regularly to 
present customers. " 


* - * 


was back of it and we turned it over 
to the insurance companies. 


We distributed booklets promoting the 
idea that life insurance is a good thing. 
Our president wrote personal ‘letters to 
different people. These letters person- 
ally endorsed the value of carrying life 
insurance. We had some very good in- 
surance programs broadcasted over the 
radio showing the people that the Union 
Trust Company approved of life insur- 
ance. 


We began to figure out how we could 
help life insurance most. We figured 
out charts that would show if a man 
deposits $15.64 every week, at the end 
of the year, with our rate of interest, 
he would have a certain amount in the 
bank to pay for such and such a pre- 
mium. We put our new business de- 
partment at the disposal of the insur- 
ance man. We called those people on 
a certain day and said, “You have not 
dropped in to deposit and the payment 
on your insurance premium is due.” 


Recently our legislature passed a 
special inheritance tax. We immediately 
sent out letters showing that the in- 
heritance taxes would be costing so 
much and that it would be advisable to 
look to the insurance agent for addi- 
tional insurance to cover the inheritance 
taxes. 


We have a new business department 
composed of eleven specialists. Two of 
them devote their entire time to the sale 
of insurance. 


HOW ACCEPTANCES FINANCE THE 
CO-OPERATIVE ASSOCIATIONS 


Co-ops usually have no capital to fall back on 
and the bank should see that articles of associa- 
tion and growers agreement are in proper form 


By C. B. UPHAM 


Finance Department, Chamber of Commerce of the United States 


HEN the Federal Reserve Act was 

enacted, there was no provision 
in it for the creation of domestic aec- 
ceptances. The only transactions out 
of which bankers’ acceptances might 
grow were exportations and importa- 
tions of merchandise. It was the 
thought at that time that this new in- 
strument of finance should be restricted, 
as it still is in practice to a large extent 
in England, to the so-called “salt-water 
bill.” And there are those in America 
today who deplore its extension to ware- 
housed commodities and feel that this is 
not a proper use for the banker’s ac- 
ceptance. But if the commodity is 
readily marketable and the transaction 
accordingly selfliquidating and proper 
caution is used, there seems to be no 
valid argument why it should not be 
financed by the acceptance method. The 
acceptance is not sacred. Recognition 
of that fact does not imply, however, 
that there are not abuses of the ac- 
ceptance power. There are and they 
should be eliminated. 


By the amendment of September 7, 
1916, the Federal Reserve Act, almost 
three years after its passage, opened up 
the way to the development of domestic 
acceptances, and they have been subject 
to a healthy growth ever since. 

In 1923, the Fourth Annual Bankers’ 
Acceptance Survey of the American 
Acceptance Council revealed that of the 
$523 million reported outstanding on 
April 1st, $107 million or about 20 per 
cent were domestic. A year later, on 
April 1, 1924, of the $617 million re- 
ported $127 million were domestic, still 
20 per cent of the total but an actual 
increase of 18 per cent, or in figures, 
$20 million. Of the $127 million do- 
mestic acceptances outstanding on April 
1, 1924, some $99 million were issued 
against warehoused commodities and 
$28 million against domestic shipments. 
Reporting banks in the Chicago Federal 
Reserve District gained between April 
1, 1923 and April 1, 1924, $8 million; 
New York $7 million; Atlanta $7 mil- 
lion; Cleveland $6 million; Richmond 
$5 million, and Minneapolis $2 million 
in outstanding acceptances. Shrink- 
ages occurred in the Boston, Phila- 
delphia and San Francisco districts. 
The increases came, leaving San Fran- 
cisco out of consideration, in the 
districts where co-operatives are operat- 
ing—Cleveland, Richmond, Atlanta— 
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and in New York and Chicago, where 
banks are active in the solicitation of 
co-operative business. 

‘One curious thing about the Minne- 
apolis district is that its aeceptances 
arising out of domestic shipments are 
over three times as great as warehouse 
acceptances. In every other district the 
balance is the reverse. 

As indicated, the domestic shipment 
of merchandise does not give rise to 
any great volume of acceptances. 
American domestic business has not 
seen fit to change from its accustomed 
methods of financing such shipments. 
In certain lines it is used considerably. 
Fertilizer is sold on terms of domestic 
credit. Some raw silk is moved by this 
method of finance. .Coffee importers 
frequently ship to roasters on these 
terms; cotton sometimes in going to the 
New England mill is covered by a 
domestic credit. But the total is small 
compared to the bulk of domestie com- 
merece and probably always will be. 

On the other hand, acceptances 
against warehoused commodities have 
shown a big increase, and probably will 
grow even more. While we call ware- 
house acceptances domestic, as a matter 
of fact, they need not necessarily be 
domestic in the true sense, for cotton 
stored in a warehouse in Germany is 
as legal a basis for the acceptance of a 
dollar draft to carry it as is cotton 
stored in an Atlanta warehouse. In 
other words, it doesn’t matter where 
the warehouse is situated, but what the 
commodity is. For the regulations re- 
quire that the commodity be a readily 
marketable staple, that the bill be 
secured at the time of acceptance by a 
warehouse, terminal, or other similar 
receipt, conveying security title, issued 
by a party independent to the customer, 
and that the acceptor remain secured 
throughout the life of the acceptance. 


Readily marketable staples have been 
defined as articles of commerce, agri- 
culture, or industry of such uses as to 
make them “the subject of constant 
dealings in ready markets with such 
frequent quotations of price as to make 
(a) the price easily and definitely ascer- 
tainable and (b) the staple itself easy 
to realize upon by sale at any time.” 
Before this definition was formulated, 
there were propositions seriously put 
up to the Federal Reserve Board for 
financing on an acceptance basis, oil 


in the well, potatoes in the ground, 
wheat just beginning to sprout, coal 


in the mine, ete., the argument being 
that they were in Nature’s storehouse, 


While it may be there has been too 
much liberality in admitting certain 


things to the staple list, and while it 
has been subject to some abuse by 
banks, the record is fairly clear and 
there can be little question but that 
cotton, tobacco, silk, sugar, wool, wheat, 
potatoes, cotton sheeting, flour, coal, 
ete. come within the spirit of the regula- 
tions. Whether surplus stores of the 
Quartermaster Corps of the Army do 
or not may be open to question. 

The development of the co-operative 
marketing movement has given a big 
impetus to the use of the commodity 
acceptance. Banks and co-operatives 
seem inclined to agree in resorting to 
the discount market for funds. Whether 
or not it is a fad which has been en- 
couraged by acceptance rates and the 
lack of a proportionate balance re- 
quirement may be a question. But it 
seems to have come to stay. 

Every Southern cotton growing state 
now has a vigorous cotton growers’ ¢o- 
operative marketing association. Begin- 
ning with Oklahoma, Arizona, Texas, and 
the Staple Cotton Association of Mis- 
sissippi, all organized in 1921, there 
have been increasing demands on the 
banks of the country each year, until 
at the present time we see reportéed the 
arrangement by one New York bank 
with the Finance Committee of the 
American Cotton Growers Association 
acting for the twelve big cotton co- 
operatives, of an acceptance credit or 
syndicate of from $20 to $40 million, 
and which may amount to double that. 
The wheat, fruit, tobacco, peanut, and 
potato co-operatives are also applying 
for sizeable acceptance accommodation 
and getting it. 


From the beginning the associations 
have made liberal use of their local 
banks, both on a straight loan and on 
an acceptance basis. For excess lines 
they have resorted to the War Finance 
Corporation, the Federal Intermediate 
Credit Banks and the commercial banks 
in the larger centers. As their needs 
grow in size, they look more and more 
to the large city banks. This develop- 
ment has come about in several ways. 
A grain association in the Northwest 

(Continued on page 88) 
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Handling your 


savings accounts 


without ‘grief ” 


b peg system of handling savings accounts must 
be accurate, convenient and flexible. We've 
never seen a system to equal our own; Baker- Vawter 
No. 67 Binders, specially designed for handling sav- 
ings accounts. 7 


There are other systems—good ones. If we thought 
they were better than ours—or just as good—we'd 
make them. But long years devoted to studying and 
working out “better ways” have proved to us that 
the Baker-Vawter No. 67 Binder method is best— 


for accuracy, convenience, flexibility. 


Some of the advantages of Baker-Vawter 
No. 67 Binders 


1. 10,000 savings accounts can be handled by 12 Baker- 
Vawter No. 67 Binders. 


2. Savings accounts rarely increase in blocks of hundreds 
or thousands; therefore gradual increases in added 





accounts can be handled by relatively small increases 
in equiqment. 


3. Adjusting sectional controls is extremely simple in 


Binders. 


4. Posting to accounts in ledgers is easy because accounts 


are more easily selected; and there’s less chance of 
misfiling or losing an account. 


5. Proof of Balances is more easily taken because Binders 


can be more conveniently handled at the machine 
when listing. 


-6. At interest-figuring time the work can be better organ- 


ized with Binders. Clerks with small Binder sections 
do not get in each other’s way. 


7. Atumble form leaf is better (than a tumble form card) 


because the leaf places the balances in one general 
direction. A card filled on one side and forwarded on 
the reverse, is sometimes replaced in tray with wrong 
side front. This results in wrong listing of balances. 


8. Binders being small, units are more easily handled, 


more clerks can work independently of each other, 
and no unnecessary floor space is consumed. 


You'll find our binders long-lived. We build them for long time economy; like everything we make; 
the best in materials put together with painstaking care. Better find out about No. 67. Use the coupon. 


BAKER-VAWTER COMPANY 


Originators and Manufacturers Loose Leaf and Filing Equipment 
General Offices: BENTON HARBOR, MICHIGAN 


nd mail 
Manufacturing Plants at your letterhead a 


Holyoke, Mass. Benton Harbor, Mich. 
Kansas City, Mo. San Francisco, Calif. 


Attach to 






Our products are sold direct trom factory to 
you. Service is rendered through our own 
offices in 55 cities. One is near you. 







Baker-Vawtet Company 
Benton Harbor, Mich. sites 
Please send folder,“Get rid of con! 


at interest figuring time: 


ms 
aes. 
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HOW THE DAWES PLAN PROVIDED 
~ FOR REPARATIONS PAYMENTS 


If adopted, it should stimulate invest- 
ment of American funds abroad and 
relieve us of some of our surplus gold 


Assistant Secretary 


N the Dawes plan the experts had 

two principle problems to report 
upon; first, the stabilization of the 
German currency and, second, the bal- 
ancing of the German budget. They 
felt that there was a marked interde- 
pendence between these two problems 
and so when working on one they always 
assumed that the other had already been 
solved. In order to stabilize the eur- 
rency they proposed to establish a new 
gold bank of issue with a capital of 
400,000,000 gold marks, to be subscribed 
in Germany and abroad. This bank is 
to have the exclusive right of issuing 
and circulating bank notes in Germany. 
It shall hold on deposit all reparation 
payments, it shall liquidate or take over 
the Reichsbank as well as adopt means 
for the withdrawal from circulation of 
the Rentenmark. 





Years Budget 





1924-25 Balanced 
(If free from peace 
treaty charges.) 





By DAVID B. BUNIM. * 


, Commerce and Marine Commission, Amtrng§ 


8 

In the preliminary consjderation of 
the second problem, the budget, a de- 
tailed study was made of the tax sched- 
ules which prevail in the Allied coun- 
tries inasmuch as it was regarded as fair 
that the German nationals should bear 
as heavy a burden of taxation as.is now 
being carried by the people of the Allied 
nations. The result of this study led the 
committee to believe that after the lapse 
of a few years there would be available 
a budget surplus of 1,250,000,000 gold 
marks which could be used for repara- 
tion payments. 

In addition to the payments obtained 
from this source there was another equal 
amount to be had from sources which 
would not change the economic life of 
Germany, namely the German railroads 
and German industry. An exhaustive 


study of the revenue possibilities of the 


Bankers Association 


railroads was made and a conservative 
capital value of 26,000,000,000 gold 
marks was placed upon them. The debts 
of these railroads, now owned by the 
Federal government, have been entirely 
wiped out by the depreciated currency 
and they are expected to earn close to a 
billion gold marks on their capital value. 
To assure efficient management it is 
proposed that the roads be leased for 
a term of years to a private corporation 
and that they be capitalized by the issue 
of 26,000,000,000 gold marks in stocks 
and bonds. Of this sum there are to bx 
11,000,000,000 gold marks in _ bondé 
bearing 5 per cent interest and 1 pe. 
cent amortization charge; 2,000,000,000 
gold marks of preferred stock, to be 
sold to the public; and, 13,000,000,000 
gold marks of common stock. All of 
the common stock will go to the German 





Industrial 








(Obtained from thesale 
of preference shares of 
Railroads or, if this 


loan.) 





1925-26 250,000,000 gold marks 465,000,000 gold marks 
And in addition the sum 
held over from the pre- 
vious year, -viz.: 

fails, from an internal 130,000,000 gold marks 


1926-27 110,000,000 gold marks 550,000,000 gold marks 





(Subject to addition or 
reduction in certain 
contingencies, i. e., 
controlled revenues.) 


1927-28 500,000,000 gold marks 660,000,000 gold marks 


Interest from Railroads Loan Transport Tax Debentures Total 
Interest 
330,000,000 gold marks 800,000,000 1,000,000,000 
(200,000,000 gold marks gold marks gold marks 
of this sum is to be used 
for treaty payments, the 
remainder to be held un- 
til the following year.) 
250,000,000 gold marks 125,000,000 = 1,220,000,000 


gold marks — gold marks 











290,000,000 gold marks 250,000,000 1,200,000,000 
(The transport tax gold marks gold marks 
should increase material- 
ly within a few years. (See Note 1) 
This sum shall go for 
reparations and the bal- 
ance to the German 
Government.) 

290,000,000 gold marks 300,000,000 1,750,000,000 
(Any excess received gold marks gold marks 


from this tax, over this 


sum, shall go to the 


(See Note 1) 


German Government.) 








Standard (Subject to addition 
(See or reduction in certain 
Note 2) _ contingencies.) 


Nore 1. 


the payment from the budget for that year. 

_ Note 2. 1929-34 inclusive. — . 
“index of prosperity * indicates is possib 
1928-29, p 





1928-29 1,250,000,000 gold marks 660,000,000 gold marks 


(Any 


290,000,000 gold marks 
excess 





2,500,000,000 
gold marks 


300,000,000 


received gold marks 


from this tax, over this 


sum, shall go to the 


(See Note 2) 


German Government.) 


If controlled revenues for 1926-27 exceed 1,000,000,000 marks (or for 1927-28 exceed 1,250,000,000 marks, one-third of the excess, but not exceed- 
ing 250,000,000 marks, is to be added to the payment from the budget for that year. On the other hand, if controlled revenues for 1926-27 are less than 1,000,- 
000,000 marks (or for 1927-28 are less than 1,250,000,000 marks), then one-third of the deficiency, but not exceeding 250,000,000 marks, is to be subtracted from 


Yearly payments of 2,500,000,000 marks from same sources as in 1928-29, plus such a percentage of 1,250,000,000 marks as the 
fe of payment. 1934-35 and subsequent years. Yearly payments of 2,500,000,000 marks from the same sources as In 
lus such a percentage of 2,500,000,000 marks as the ‘index of prosperity’ indicates is possible of payment. 
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treasury together with the proceeds of 
one fourth of the preferred stock while 
the interest on the bonds will be applied 
towards reparations. 


After a thorough analysis of German 
industry the committee felt that in view 
of the wiping out of the pre war in- 
debtedness of all German industrial or- 
ganizations, they could afford to car ° 
a mortgage burden of 5,000,000,000 gold 
marks *--ring 5 per cent interest and 
1 per cent for anurtization, which would 
net 300,000,000 gold marks annually to 
reparations. 


There is, in addition to the scheduled 
amount of annual reparation payments, 
allowance made for a possible increase 
to these amounts based on a so-called 
index of Prosperity. The committee 
felt that Germany would grow very 
rapidly in its future wealth and in- 
come, and that the Allies should par- 
ticipate in this growth. 

Let us now consider, a little more in 
detail the operation of the plan in the 
first few years after its complete adop- 
on. In the first year there is expected 
wr reparations a total of one billion 
gold marks, 200,000,000 gold marks of 
which will come from the railroads and 
800,000,000 gold marks from a foreign 
loan to be raised chiefly in Great Britain 
and in the United States. In addition 
to these amounts there will be left from 
the total railroad income of that year, 
130,000,000 gold marks to be applied 
to reparations in the following year. 
The second year is expected to yield to 
reparations 1,220,000,000 gold marks in 
the following manner: the budget will 
earn 250,000,000 gold marks from the 
sale of preference shares of railroads 
or, if this fails from an internal loan; 
the railroads will earn 465,000,000 gold 
marks and in addition there will be the 
130,000,000 gold marks held over from 
the previous year; 250,000,000 gold 
marks will be received from the trans- 
port tax of the railroads; and, 125,000,- 
000 gold marks from the industrial 


bonds which will bring the total up to | 


the expected figure. The third year will 
find receipt of 110,000,000 gold marks 
from the budget which is subject to ad- 
dition or reduction determined upon 
whether or not the controlled revenues 
will exceed or fall below 1,000,000,000 
gold marks, 550,000,000 gold marks 
from the interest on railroad bonds, 290,- 
000,000 gold marks from the transport 
tax, and 250,000,000 gold marks from 
the industrial bonds, a total of 1,200,- 
000,000 gold marks. In the fourth year 
the budget will yield 500,000,000 gold 
marks subject to addition or reduction 
dependent upon ‘whether the controlled 
revenues exceed or fall below 1,250,000,- 
000 gold marks, 660,000,000 gold marks 
will be available from the interest on 
railroad bonds, 290,000,000 gold marks 
from the transport tax, and 300,000,000 
gold marks from the interest on the in- 


(Continued on page 90) 
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WHEN YOU PASS JUDGMENT ON 
COMMERCIAL LOANS 


The proportion of assets that lies back of ratio 


in the 


financial statement is an 


important 


question for the loaning officer to determine 


By J. J. GEDDES 


Vice President, Illinois Merchants Trust Company, Chicago 


THAT bank 
granting credit? 

To begin with, the concern seeking 
credit should have sufficient capital at 
its command so that it can pay off its 
obligations and still do business on a 
reasonable scale. It may not make all 
the profits that it did when using its 
credit, but it can still continue in bus- 
iness. 


does the look for in 


This brings out the original theory of 
the so-called “two to one ratio.” In 
granting credit to firms engaged in the 
handling of staple commodities we look 
for a margin of assets over all liabil- 
ities of about or at least two to one. 
In other words, if a concern has $200,- 
000 indebtedness, it is expected that it 
shall have $400,000 in so-called quick 
assets either in the form of inventory, 
accounts due from customers, cash or 
other liquid assets such as listed secur- 
ities, government and 
issues. 

Assuming that the two to one ratio is 
present, the next question that comes 
to the loaning officer’s mind is the pro- 
portion of assets in that two to one 
statement. If a concern doing a bus- 
iness of $1,000,000 a year has a two to 
one statement, a current indebtedness 
of say $300,000 and current assets of 
$600,000, with the major portion of the 
assets centered in the inventory item— 
say $500,000 and the other $100,000 
divided between the cash item and ac- 
eounts due from customers, then the 
situation ealls for a thorough explana- 
tion unless the business is a peculiarly 
seasonal one, such as the grain business, 
cotton business, clothing business, ete. 

Assuming a sales volume of $1,000,- 
000 with an inventory of $500,000, 
which would mean approximately six 
months’ inventory on the books at cost, 
when the overhead, selling cost and 
normal profit is added in fixing the 
selling price, it is evident there would 
be almost a year’s inventory on the 
books. This suggests one of two things. 
Either the concern has gambled on the 
market, or it has a lot of obsolete mer- 
chandise on its hands. 

That is where a loaning officer has 
to use his head and has to find out just 
what the customer has and how he ac- 
quired it. 

Not long ago one of our customers 
took on a line of $700,000 worth of 
leather. At that time hides were sell- 


bonds similar 
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ing at 55 to 56 cents, or better, per 
pound. The tanning cost ran from 12 
to 15 cents. When the hides are cured 
each pound of hide gives you one foot 





J. J. GEDDES 


of leather. That meant his leather was 
worth about 70 cents a foot. Suddenly 
tke leather market disappeared and, 
for some unaccountable reason, nobody 
wanted leather. There was no export 
trade and this eustomer was left with 
$700,000 worth of leather on his hands. 

His first thought was to foree the 
leather on the market and he offered 
his leather at 60 cents. Others in the 
leather trade, who had purchased hides 
when not so expensive, offered leather 
at 50 cents. .Every time he dropped his 
price, there was somebody ten cents 
lower, and he sat with the leather until 
it reached 20 cents and he was “busted” 
and owed considerable money. 

One of the duties of the loaning 
officer in granting credit is to see that 
the money that his loan is put into 
commodities that are not subject to 
violent fluctuation and, if he keeps this 
in mind he won’t make many mistakes. 

Another question which comes up in 
the granting of commercial loans is to 
see that no part of the money goes 
into so-called fixed or plant investments. 

Concerns come in on the theory that 


they may require several hundred 
thousand dollars for financing to take 
care of inereased business, and _ their 
next thought is to increase their plant 
to take care of increased business, for- 
getting that they are merely enjoying 
a little spurt in business. They tell us 
they are going to do this out of in- 
creased earnings. They have earned so 
much the first six months and they are 
going to continue to do so during the 
next six months. 

Profits are elusive. A concern may 
have a wonderful half year and may not 
make any money the next six months. 
It may lose all it has made the first 
six months. The bank sometimes finds 
that instead: of having loaned money 
to take care of the current needs of 
the business its money has gone into 
the plant. With declining production, 
sales and declining prices, and a con- 
siderably increased overhead, it is a 
good bet that the bank is going to be 
a partner in the business before long. 

Those having to do with the handling 
of accounts naturally notice the various 
checks that pass through an account in 
the course of a day. Sometime ago a 
prospective customer came to my desk 
and spoke of a line of credit. 

Finally, after I had gone into the 
matter with him for a while, I learned 
that he had done some extensive plant 
building which involved more money 
than he probably earned during the 
year. I told him that until his new 
figures were available we were not in- 
clined to give him any consideration 
from a loaning standpoint. 

He casually mentioned that he had 
an account with one of the stock brokers. 
That set me thinking. Here’s a fellow 
that is borrowing money for the com- 
pany and possibly using money derived 
from the company with some _ stock 
broker for speculative purposes. When 
he comes in again we will know more. 
In instances such as this the bookkeep- 
ing department, clearing house and 
other departments can be helpful, and 
any ease suggesting looking into should 
be brought to the attention of the loan- 
ing officers. 

Occasionally a man may deposit to 
his account checks by stock brokers. 
Many of them are perfectly legitimate. 
But what I have in mind particularly 
is the man who comes to the loaning 
officer and borrows money in unsecured 
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form for himself or for his company, 
in which ease the officer is loaning him 
solely with the idea that that money be 
used for company purposes and not for 
speculation of any kind. 

Now about the fellow who borrows 
without security. Employes of the bank 
often have outside contacts and in some 
eases know if a certain man’s means 
would not justify his living on his 
present seale. If any evidence on the 
outside of high-stepping, cabareting, 
gambling or booze- fighting or any of the 
things which go to injure a man’s stand- 
ing in his community, is seen by em- 
ployes it is their duty to bring it to the 
attention of the loaning officers of the 
bank. 

Gossip creeps out occasionally, indi- 
eating that this or that has happened 
and that, piece of gossip may turn up 
some day and be highly valuable. One 
prominent man made hundreds of 
thousands of dollars. Then he under- 
took a project that was a little over his 
head and, living in the history of the 
past, he thought he could get by with it 
and started hitting the high spots. 
Some of our banks are carrying his 
name on their books in red figures at 
this time. If the banks had known 
of the high life this man was living they 
would not have let him have the money 
they did. 

In all straight commercial loans, we 
look for lines where the type of business 
is more or less staple, where it can be 
handled, there must be a_ systematic 
organization to take care of the many 
and varied duties of the bank credit 
department. 

As the country has grown, and with 
it its industries and financial institu- 
tions, the credit departments of larger 
banks have become a potent factor. In 
view of the large volume of detail, and 
the care with which details must be 


In the Illinois Merchants Banks the 


credit department is divided into sec- 
tions under the direction of the man- 
agers of the department, who in turn 


are under the supervision of a vice 


president of the institution. The sec- 
tions of the department are the cor- 
respondence and investigation division; 
the statistical division; the filing divi- 
sion; and the stenographie division. 
The people in each division split the 
work that comes to their desks, and in 
this manner each individual is always 
in touch with all the activities in the 
section to which he is attached. 

The managers of the department 
Supervise the work of the department, 
keep in touch with the loaning officers 
of the bank, and interview customers, 
prospective customers, and various in- 
vestors. The Correspondence and In- 


vestigation division handles the volume 


of inquiries that come in each day, 


conducts investigations, and takes care 


of most of the telephone work that has 
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The Statistical division 
prepares the various statistics and card 
records of the department. The filing 
division does all the filing of the depart- 
ment, prepares the mail for dictation, 
and takes care of various other clerical 
duties. 


to be done. 


The forms in use in the credit depart- 
ment of the Illinois Merchants are few 
and have been drawn up with the prin- 
ciple of having the records, like the 
general work and the filing of the de- 
partment, simplified to as great an 
extent as possible. For the “Central 
File’—wherein is kept a ecard record 
of every account in the commercial divi- 
sion of the bank, containing on its 
reverse side a history of balances and 
loans, ete.,—a card 8x5 is in use. This 
card also bears on its face a record of 
the customer’s dealings in other de- 
partments of the institution. 


Cards 1114x9 are used for recording 
the necessary figures of borrowing ac- 
counts and commercial paper names. 
These cards are kept in large folders, 
which contain other information on the 
name, such as_ bank-checkings, trade- 


checkings, clippings, agency reports, 
ete. On the face of these ecards the 
eoncern’s statements are transeribed 


from year to year, and on the reverse 
side is kept a record of balances, loans, 
lines granted, ete., in the ease of bor- 


rowing customers; in the ease of 
commercial paper, a record of pur- 
chases. 


Questionnaires for the purpose of 
procuring detailed figures and other 
close information regarding an account 
which is borrowing or plans to borrow 
are used. These are drawn up to cover 
the requirements for an individual bor- 
rower, a corporation, or a partnership; 
and on some commercial paper names, 
where is desired, a 
special questionnaire is sent to the 
broker, with the request that he have 


more information 


his client fill it out. Various other forms 
in use in the Illinois Merchants credit 
department, are: Officers Memorandum 
Sheet, used by the loaning officers of 
the bank for transcribing the details 
in connection with a loan, or other 
pertinent information regarding a bor- 
rower; Investigation Sheet, which con- 
tains a record of the sources applied 
to for information on a name; Com- 
mercial Paper Purchase Slips, which 
are filled out by an officer when buying 
broker paper, and contain such details 
as the name of the maker, maturity, 
rate, option, ete; Commercial Paper 
Wire Slips, in use for recording the 
details of a purchase of paper, which 
is to be delivered at a correspondent 
bank. As an index to which is termed 
“Miscellaneous Information,” a small 
3x5 card is used. 

The files of the department are divided 
into several sections; the Central File— 
containing card records of all commer- 
cial accounts, and bank accounts; the 
main files containing folders on_bor- 
rowing customers and commercial paper 
names; the bank files, containing 
folders on banks; and the “Miscel- 
laneous Information” file, in econnec- 
tion with which an index and 
index eard file is in use, whieh also 
contains a section wherein is kept a 
ecard record of names arranged accord- 
ing to lines of business, and another of 
names filed according to geographical 
locations. 

So far as possible, all duplication of 
records and excess details in connection 
with the routine of the department are 
avoided; elaborate systems of filing and 
copying are eliminated. The credit de- 
partment of the Illinois Merchants aims 
rather to function on the basis of a 
system that is direct, thorough, and 
useful to the needs of the bank itself, 
and the needs of its many customers, 
so far as they find it necessary to call 
on the department for service. 
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WHY PATRON'S INSTRUCTIONS 
SHOULD BE FOLLOWED 


Recent court decision emphasizes necessity 
for utmost care in observing depositor’s 
request as to conduct of his own account 


By LESLIE CHILDS 


if is unquestionably the duty of a 
bank to follow faithfully the instruc- 
tions of a depositor, relative to the con- 
duct of his aecount, and any deviation 
by a bank in this respect will be indulged 
in at its peril. The application of this 
rule of liability is illustrated in a most 
striking and intersting manner in the 


recent Washington case of Rensselaer 
Valve Company vs. National Bank of 
Commerce of Seattle, 224 Pae. 673, 
and in view of its facts and holding it 
hecomes a .decision well worth a brief 
review by bank officials in general. 

In this ease the Rensselaer Valve 
Company, a corporation with its prin- 


cipal place of business at Troy, New 
York, maintained a branch office in 
Seattle, Washington, The Seattle branch 
was conducted by Fred H. Hayner who 
prior to 1917 forwarded all checks pay- 
able to the company to its home office 
at Troy, N. Y., and they were subse- 
quently collected through the 
banking channels. 


usual 


However, in 1917, owing to a change 
in the scope of the business, whereby 
Hayner became entitled to a part of 
the proceeds received at the Seattle 
branch, it was deemed advisable to open 
an account with a Seattle bank. With 
this in mind, negotiations were entered 
into with the National Bank of Com- 
merce which resulted in an agreement 
which provided in substance as follows: 


That all checks received by Hayner 
payable to the company should be de- 
posited by him in the name and to the 
account of the company with the bank. 
Then, in order that Hayner might 
deduct such sums as belonged to him, 
and remit the balance to the home office, 
he was given authority to sign checks 
in the name of the company and draw 
upon the account. 


Following a conference with an of- 
ficial of the bank in which the instrue- 
tions outlined above were agreed to, the 
valve company wrote the bank a letter 
in which the substance of the agreement 
was restated. This agreement was en- 
tered into with the bank in April, 1917, 
the account was opened, and Hayner 
remained in charge of the Seattle branch 


until the fall of 1920. 


At this time an investigation of the 
Seattle branch was made by the valve 
company, and, according to the report, 
it revealed a large shortage in the ae- 
counts. The valve company thereupon 
brought the instant action against the 
bank in which it sought to recover the 
amount of certain checks made payable 
to it, which had either been paid direct 
to Hayner by the bank, or eredited to 
his (Hayner’s) individual account, in 
violation of the instructions noted above. 

Upon the trial of the cause the tes- 
timony tended to show that the bank 
had not required that all checks depos- 
ited by Hayner, but payable to the valve 
company, were to be deposited in the 
latter’s name. On the other hand, it 
had paid Hayner eash over the counter 
for some of them, and in other instances 
had permitted Hayner to deposit such 
checks to his personal account. The 
trial court however, granted a ‘non-suit 
against the valve company, and entered 
judgment dismissing the action. The 
valve company thereupon prosecuted an 
appeal to the Washington Supreme 
Court. Here, with two justices dis- 


senting, the court reversed the judgment 
of the trial court and ordered the case 
back for trial. In reviewing the record 
and in stating its conclusions relative 
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to the liability of the bank, in view of 
the facts as they have been outlined, the 
court, among other things said: 


“In this ease the bank had explicit in- 
structions that checks such as those in- 
volved here should be deposited by 
Hayner to the appellant’s account. 
When Hayner failed to make such de- 
posit, but cashed the checks for his own 
use, he was at once guilty of an un- 
lawful conversion, and since the bank 
assisted him in obtaining the money in 
direct violation of the instructions given 
it, though of course without intent to 
do wrong, it would be liable to the 
appellant. The moment the bank 
eashed the checks and gave the money 
directly to- Hayner, in violation of in- 
structions, the wrong had been done, 
and the unlawful conversion aecom- 
plished, and the bank’s liability estab- 
—— =. 


Following the statement of its con- 
clusions relative to the liability of the 
bank, the court directed its attention to 
the contention of the bank that its viola- 
tion of the instructions had nothing to 
do with the loss by the appellant. This 
for the reason that had the instructions 
been followed, and the checks deposited 
to the account of the appellant, Hayner 
by virtue of the instructions could have 
withdrawn the money by check; the 
claim being that because Hayner had 
the power to do indirectly what he 
actually did directly the bank’s viola- 
tion of its instructions was not the cause 
of the loss. In answering this conten- 
tion the court, among other things, said. 


“The fact that Hayner had power to 
draw checks against the appellant’s 
account and thus might, in that manner, 
have obtained the very moneys the cor- 
respondent (bank) paid to him directly, 
will not relieve the bank. It committed 
its error in violating its instructions. 
What might or might not have happened 
had it lived up to the instructions is 
immaterial. The bank having assisted 
Hayner to get the money, we will not 
speculate whether he might, would, or 
could have obtained it in some other 
manner. Manifestly, one of the reasons 
the appellant had for insisting that 
checks made payable to it should be 
passed to its account was that it might, 
in that manner, know when payments 
had been made by contractors. 


“For illustration, if a contractor who 
had bought some of appellant’s products 
paid therefor by giving Hayner a check 
payable to the appellant and that check 
had been passed to its account, then it 
could easily and readily know that the 
payment had been made; but, if the 
check was permitted to be cashed by 
Hayner or placed to his own credit 
without passing it through the appel- 
lant’s account, it would have no way of 
knowing the payment had been made, 
and an excellent opportunity would be 














States supply. 


Lakes Region. 


CEMENT 


Michigan was one of the first Port- 
land Cement Manufacturing states. 
Marl and clay here were found to be 
of a particularly good quality for 
cement manufacture. 

During the past year 6,971,000 bar- 
rels of Portland- Cement were made in 
Michigan—one-fifteenth of the United 


Cement is but another of many 
business reasons why your bank should 
have the best connection obtainable 
through which it may serve your cus- 
tomers efficiently throughout the Great 
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The First National Bank, the Central Savings Bank and the 
First National Company of Detroit are under one ownership 





given Hayner to do the very thing he 
did—embezzle the appellant’s money. 
* * * The mere fact that Hayner had 
authority to draw checks on appellant’s 
bank aecount, and thereby indirectly 
obtain this money, does not negative 
the idea that its loss resulted from the 


‘failure of respondent to follow instrue- 


o>? 


There is no gainsaying the fact that 
the foregoing Washington decision fur- 
nishes a striking illustration of the pos- 
sible danger to a bank in deviating 
from instructions in the conduct of a 
depositor’s account. And when the 
character of the particular account is 
considered, i.e., the account of a distant 
corporation in charge of a local agent, 


it is easy to see how the bank, during 
the conduct of this account over a 
number of years, perhaps lost sight of 
its explicit instructions thereto, and in- 
nocently breached them. 

This is a decision of more than pass- 
ing value to bank officials in general, 
and the language of the court has been 
quoted-at some length in order that the 
reasoning upon which the judgment was 
based might plainly appear. For in 
the light of the facts and holding of this 
ease, the exercise of the highest degree 
of care is in order, in the handling of 
accounts of this character, if the bank 
is to assure itself of all freedom from 
after liability in ease the depositor’s 
agent fails to account properly. 
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WORKING OUT A SYSTEM FOR 


DETERMINING COSTS 


Studying the bank’s cost and production 
figures affords a valuable gage on 


efficiency of the operating management* 


By GORDON WILSON 


Fairbanks, Morse & Co., Chicago; formerly Controller, National Bank of the Republic 


N the surface, there is little ap- 

parent similarity between a bank 
and a factory, but essentially there is 
practically no difference from a_ cost 
accounting point of view. Practically, 
the only difference between the two is 
that in a bank the raw materials are 
brought in by the sales department and 
the finished product is disposed of 
through the purchasing department, but 
that is a point of minor difference as 
far as this article is concerned. 

Every cost problem resolves itself 
into two essentials; first, the proper 
analysis of expense, and, second, the 
measurement of production, so that 
production may be studied with refer- 
ence to the cost to produce. 

The expense analysis of a bank is 
simple. Any form of departmental ex- 
pense analysis suitable for a large office 
organization will be sufficient. The one 
point that should be stressed in this 
connection is the importance of having 
the expense analysis based on a strictly 
functional organization chart, with ab- 
solute disregard of lines of authority, 
because the lines of authority on the 
average bank organization chart are apt 
to resemble a spool of thread after a 
kitten is through playing with it. 
Structurally, the organization in the 
average large bank consists of the fol- 
lowing elements: 


1. The general executives of the 
bank and their staffs. 

2. A new business department, 
which handles advertising and 


such specialties in the way of 
services for customers as the bank 
has developed. 

3. An auditing and accounting de- 
partment. 

4. A commercial department, which 

is the point of contact between 

the bank and its commercial de- 
positors, and which is respon- 
sible for developing the commer- 
cial deposits of the bank and for 
maintaining satisfactory _ rela- 
tions with commercial depositors. 

A banks department, which oc- 

cupies a similar position with 

respect to other banks that carry 
accounts with the bank in ques- 
tion. 

6. A savings department, exercising 
a similar function with respect 
to savings depositors. 

7. A loans and discount department, 


ol 


36 * Courtesy, National Association of Cost Accountants. 
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to which are subsidiary the credit 
and collection departments, the 
discount teller and his staff. 

A general administration depart- 


GORDON WILSON 


ment, which is responsible for 
the provision and maintenance of 
working quarters, the general ad- 
ministration and clerical person- 
nel of the bank, and for all the 
routine work involved in receiv- 
ing and recording deposits, and 
converting these deposits into 
available funds. In order to get 
a proper expense analysis for ad- 
ministrative or cost accounting 
purposes, this department should 
be broken up into a number of 
subordinate units, principal 
among which would be— 
(a) Office administration de- 
partment 
(b) Office quarters and serv- 
ice department 


(¢) Commercial bookkeeping 
department 

(d) Banks bookkeeping de- 
partment 

(e) Savings bookkeeping de- 
partment 


(g) Transit department 

(h) Commercial tellers (re- 
ceiving, paying, note, 
draft, ete. who deal 
almost exclusively with 
commercial depositors) 

(i) Mail teller 

(j) In-elearings teller 

(k) P. M. teller 


(1) Listing and sorting de- 
partment 

(m) Analysis department 

(n) Mail and Messenger de- 
partment 

Banks are also likely to-have asso- 
ciated departments discharging fune- 
tions which are not strictly of a bank- 
ing nature, such as a bond department, 
foreign department, trust department, 
or a safekeeping department. 

The sub-analysis of expenses of each 
of these departments by objects of ex- 
pense can be handled along conven- 
tional lines, excepting that for admin- 
istrative purposes it would probably be 
desirable to have special sub-accounts 
for supper money and employes’ bonds. 
In working out a departmental expense 
analysis for the bank, it should also be 
borne in mind that a high degree of in- 
terchangeability must exist among the 
clerical staff, because of the numerous 
daily, weekly, and monthly peak loads 
that have to be handled in various de- 
partments. There is a strong tendency 
to split hairs in the matter of payroll 
distribution, but this is something that 
should be persistently avoided as long 
as a fairly general and represenative 
average of accuracy and consistency is 
obtained. 

As a means of approaching the second 
phase of our problem, that is to say, the 
measurement of production, let us first 
of all ascertain the nature of the 
product of the bank. To do this we 
will examine the following condensed 
balance sheet, which may be taken as 
being representative of bank balance 
sheets in general: 


Resources 
en... MOTT ee ee eT rere er $23,349,077.14 
A—United State Bonds ...... 4.702,730.76 
A—Other Bonds .... ...... 2,731,465.43 
A—Stock of Federal Reserve 
TR. ¢ wiwiwe doc hed «axes 90,000.00 
A—Equity and Bank Building ... 750,000.00 


B—Cash and Exchange «+++ e12,732,490.29 


—— 


EE aS cots peeieee $44,355,763.62 
Liabilities 

C—Capital stock paid in ....$ 2,000,000.00 

COE. és cs aceetmiacecace 1,000,000.00 


C—Undivided Profits $957,364.29 
O—Contingent Fund 194,891.51 


C—Reserved for Taxes 180,378.29 1,332,634.09 


C—Dividend Checks outstanding 26,036.50 
C—Cashier’s Checks outstanding 310,022.09 
D—Special Trust Deposits 84,064.88 
D—Special Deposit ......... 1,300,000.00 


E—Currency in Circulation 
D—Deposits 


Total 


1,969,700.00 
36,333,306.06 





ccc cccccccccccs $44,355,763.62 


Each of the items in the above bal- 
ance sheet was fixed with a letter and 


ree, 
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the groups to which reference is made 
are: 
A—Earning assets, that is to say, 
assets which produce income. 
B—Non-earning assets. This class- 
ification is not strictly accurate, 
because included under the head 
of “Cash and Exchange” is 
certain cash which the bank has 
on deposit with other banks, 
and on which a small rate of 
interest is received. 


C—The capital of the bank, or per- 
haps it might be better to say 
the net worth, plus the indi- 
vidual credit of the bank, as rep- 
resented by its own outstand- 
ing Cashier’s Checks. 

D—The deposits of the bank. 

E—The liability of the bank (in this 
case a National bank) to redeem 
its outstanding bank notes. This 
liability is offset by a part of its 
investment in United States 
bonds, which are deposited with 
the Treasury Department as a 
guarantee that these notes will 
be paid when presented. 


Eliminating for a moment the ecir- 
eulation liability, and the liabilities rep- 
resenting the proprietorship or credit 
of the stockholders, we find that the 
heavy liabilities of the bank are its de- 
posit liabilities, and it is with these 
deposits that the bank does business, 
succeeding or failing in accordance with 
the effectiveness or lack of effectiveness 
with which the deposits are employed 
in the form of earning resources. These 
deposits are the raw material of the 
bank. They are paid for not only in 
the way of interest, but also in services 
of many kinds. The check books that 
you use, the expense of collecting the 
checks on other banks, whether in your 
own or in other cities, which you de- 
posit for the eredit of your account, 
and the labor that must be expended, 
and the care that must be taken to 
safeguard your deposits against the 
efforts of people who might try to 
forge your name to checks and to take 
other liberties with them, are only a few 
of the more obvious instances of the 
price which a bank pays for the use of 
your deposits. 

Bank deposits, like other raw ma- 
terials, are subject to a certain amount 
of waste and shrinkage in the process 
of fabrication into a finished product. 
For instance, the law requires a city 
bank to keep 13 per cent of its demand 
deposits and 3 per cent of its time de- 
posits in the Federal Reserve Bank, 
where these sums do not draw any in- 
terest. Therefore, in that instance, 
while the bank pays for a dollar’s worth 
of raw material in the form of demand 
deposits, it is only able to get 87 cents 
worth of finished product; that is to 


(Continued on page 74) 


Assured supplies of necessary raw materials 
are vital to the stability and continuous pros- 
perity of a manufacturing industry. In this 
respect the electrical industry of the. United 
States is exceptionally favored. 

Within its boundaries are huge deposits of 
essential metals—iron, copper, zinc, lead, and 
aluminum. The United States supplies one- 
fourth of the world’s iron and more than half its 
copper. Upon our huge copper deposits, par- 
ticularly, the rise of the electrical industry is 
based. With the exception of a few minor 
metals, this country is practically self-contained, 
so far as essential metals are concerned. 


Both in its market for finished products and 
in its sources of raw materials, the electrical 
industry is, to a remarkable degree, unaffected 
by international conditions and developments. 


WESTINGHOUSE ELECTRIC & MANUFACTURING CO. 
EAST PITTSBURGH, PA. 


Westinghouse 


As a leading user of metals, Westing- 
house contributed many improvements 
to metal manufacturing operations. 


The first electric motor installed in a 
steel mill, for example, was a Westing- 
house. The first large rolling mill motor 
was a Westinghouse. The first revers- 
ing mill motor was a Westinghouse. 
Today more than 70 per cent of all 
reversing mill motors in operation are 
Westinghouse. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


ECONOMIC TRENDS IN THE 
ELECTRICAL INDUSTRY 





Raw Materials Close at Hand 








HOW A WOMAN EXECUTIVE CAN 
EXTEND YOUR SERVICE 


There are numerous avenues through which 
she can gain profitable business for your 
bank and these are constantly increasing 


By SARAH J. MacLEOD 


Director, Home Economics Bureau, Society for Savings, Cleveland, Ohio 


OMEN in executive positions in 

banks are not so numerous that 
they are taken for granted nor is it 
even well understood what phases of 
banking they are undertaking. The 
vear book of the Association of Bank 
Women best answers the question as to 
the kinds of positions which women 
hold. Here we read that women fill 
offices varying from directors and pres- 
idents at the top down through assistant 
secretaries and treasurers and in addi- 
tion, they are listed as managers not 
only of women’s departments, but also 
of savings, new business, school savings, 
thrift and income management, and per- 
sonal service departments. True, the 
Association of Bank Women has only 
slightly more than 100 members, but the 
diversity of positions held by the 
members simply goes to show the num- 
erous contacts that a few women are 
making with the bank’s customers both 
old, new and prospective. Each posi- 
tion offers suggestions for other women 
to follow. 

In the few eases where we find women 
officers it would seem that they perform 
the usual duties pertaining to their 
offices in much the same way as men. 





To the following statement which some- 
one always makes about full-fledged 
women officers, “They are exceptional 
and women of unusual ability,” all that 
ean be answered is “Yes, and men who 
are good officers are far from ordinary 
and have more than the usual amount of 
ability.” 

Contacts with women are _ worth- 
while. There is a constantly increasing 
number of women who have economic 
independence because of their own 
efforts, and these women appreciate the 
opportunity of talking to a woman 
qualified to advise them on financial 
matters. Both the young business girl 
desiring to open her first account and 
the older business woman seeking advice 
on more complicated financial programs 
appreciate the services of a women’s 
department. 

On the other hand the women’s de- 
partment makes a distinct appeal to the 
home woman who is often a bit reticent 
about going directly to an officer but 
who does not hesitate to go to a woman 
executive. As one woman said, “I’d 


hate to tell all this to one those officers, 
but I’d just as soon spill it to you,” 
As happens in many eases, it took a 


The rest room for women shown here is typical of similar ones in many banks. These provisions 


for the needs of women reflect the growing =e 


bank itself 
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tion of the fair sex not only in the service of the 
t among customers. 


long time for this woman to tell her 
tale and it required much patience and 
restraint on the part of the woman 
banker not to interrupt. Like most 
women, and not a few men, the pros- 
pective customer loved to talk and had 
to tell her story in her own way. How- 
ever, the story was finally finished and 
as a result a savings account was 
opened, a loan made, and an ardent 
supporter for the bank was gained, 
whose “wagging tongue” has brought 
many more customers. First, last, and 
always a person dealing with women 
must be a good listener,—interested, 
patient, and tactful. Good listening 
can bring new business quite as well as 
good talking. 

Personal service departments draw 
customers. In both small and large 
communities the manager of a women’s 
department acquires a mass of infor- 
mation because of the breadth of her 
contacts and this she can use advan- 
tageously. Frequently a small favor 
conferred because of a bank woman’s 
general knowledge brings big returns. 
In some banks, especially in the larger 
cities, personal service is carried on to 
the extent of shopping for customers, 
meeting them at stations, piloting them 
from one station to another, purchas- 
ing theater tickets, and looking out for 
their personal comfort and convenience 
in numberless ways. Where this service 
is well done, the returns to the bank are 
good. 

Another field in which women are 
found active is in the soliciting of new 
accounts. Here we find women obtain- 
ing, not only, business from women, but 
also, accounts from men and from bus- 
iness firms. In most eases there is little, 
if any, infringement on the men’s ter- 
ritory as women cover a different field. 
She solicits new business directly, but 
at the present time, because she is still 
more or less of a novelty, the woman 
banker is not only encouraged but often 
forced to talk both about “her job” and 
“her bank” at times and in places where 
such conversation from a man would 
be entirely tabu. However, such cir- 
cumstances open up many an avenue of 
approach. The attention focused at 
times upon the “bank woman” because 
she is looked upon as a new species is 
almost embarrassing, but it also focuses 
attention on the bank and is a direct 
medium for advertising. 
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The mutual savings banks have been 
the pioneers in opening departments 
for advising on budgeting and thrift. 
The original aim of these departments 
was to reach the home-maker. Where 
this department is handled by a woman 
with both practical and_ theoretical 
knowledge, as well as with an apprecia- 
tion of human idiosynerasies, the field 
has broadened and the service is used 
by men and women in equal numbers, 
including both the person directing 
household expenditures and the single 
person running only his personal 
finance. This service is one that should 
be handled only by a woman. This kind 
of service brings results in both good 
will and new customers. 

School savings is an avenue through 
which many bank women gain business 
for their banks. In this line beeause 
the contacts are primarily with teachers 
and children, women are particularly 
well qualified to carry on the work. 


In industrial savings women have 

been successful, especially in the fae- 
tories and stores where the majority of 
employes are women. Because of her 
sympathy and tact the woman banker 
has been able to remove both the pre- 
judices and timidity which too often 
the employed woman has had toward 
banks. After breaking down the 
barriers, the opening of a savings ae- 
count is simple. 
“A bank woman who has something 
to say and can say it convineingly has 
many calls to speak before women’s 
clubs, schools, colleges, young men’s and 
women’s Christian Associations, church 
forums, and other groups. These talks 
bring a good response and give returns. 
In much the same way, a woman who 
can write interestingly of the bank’s 
services is called upon to contribute to 
both local and national publications and 
through her reading andience gains 
friends for her bank. Through both 
speaking and writing there are many 
opportunities for interpreting the bank 
to the people. 


In adding a woman executive to its 
force, a bank makes possible more con- 
tacts and these, if rightly used, are 
valuable. Banks grew and prospered 
without women and it is only since the 
war that even a noticeable number of 
women are holding positions of im- 
portance in the banking world. 
Through the advent of women, banks 
have been able to broaden and to add 
to the services which they had pre- 
viously rendered. If we take Webster’s 
definition of efficiency, which is, “the 
power of producing wealth” it would 
seem that it ean be truthfully said that 
the work of women increases the effi- 
ciency of the bank and that because of 
the variety of accomplishments of the 
women now in banks, there should be 
an ever widening field for women in 
the banking world. 
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Loans and Discounts 


Banking House 


Acceptances 


Interest earned 


Other Assets . 


Capital Stock . 
Ss. eo 5. 
Undivided Profits 
Reserved; Taxes, etc. 
Unearned Interest . 
Circulation 
Acceptances 
Other Liabilities . 
Deposits, viz.: 
Individuals 
Banks 
United States . 


A three story bank and office building 
will be erected for the Wilbur National 
Bank, Oneonta, New York, to cost 
$150,000. 


The Banking Law Journal Company, 
New York City has brought out a new 
revised Third Edition of the Banking 
Law Journal Digest. 

This new edition contains the digests 
of about 7000 court decisions affecting 
banking and negotiable paper that have 
been published in the Banking Law 
Journal. 

The digests are grouped under 150 
main headings arranged alphabetically. 


SEEKING NEW BUSINESS 
ON OUR RECORD 


STATEMENT OF CONDITION 


At the close of business, June 30, 1924 


ASSETS 


U. S. Bonds and Certificates 
Other Bonds and Investments 


Customers’ Liability account val 


Cash, due from Banks ond U. s. a 


LIABILITIES 


$ 4,500,000.00 
15,500,000.00 
1,505,571.96 
729,666.19 


$98,395,777.01 
34,247,913.90 
280,900.00 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD—100% MODERN 


THE 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE, AT 29TH STREET 
MADISON AVE. OFFICE AT 46TH ST. 





$92,107,548.93 
13,987,412.50 
12,909,258.40 
1,500,000.00 


5,756,490.96 
36,366,429.38 
421,669.00 
356,705.87 
$163,407,515.04 


22,235,238.15 
473,742.36 
347,797.50 
6,063,487.36 
1,362,658.76 


132,924,590.91 
$163,407,515.04 


Reed Master Plan 


EMPHATICALLY 
BETTER 
ADVERTISING 


P M REE OS® 
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The book is bound in flexible fabricoid 
and contains 550 pages. 
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HOW A FOREIGN DEPARTMENT 
AIDS BUSINESS HOUSES 


In the modern bank it is a center of a 
system of financial and commercial threads 
that radiate to every trading community 


—_— developments of recent years 
have given to the foreign depart- 
ments of banks exceptional experience 
in handling the varied transactions in- 
cident to their business. 

The foreign department of a modern 
bank is the center of a system of fi- 
nancial and commercial threads which 
radiate to every trading community in 
the world. An American traveller who 
supplies himself with a traveler’s letter 
of credit issued by an American bank 
has a non-committal letter of introduc- 
tion to thousands of banks throughout 
the world. 

Another service provided by the for- 
eign department is that which affords 
travel funds in the shape of traveller’s 
checks; these checks in demonstrations 
of 10, 20, 50, and 100 dollars are now 
widely accepted abroad and the traveller 
is thus independent of banking hours 
and holidays. 

Further, the financial contacts of a 
typical foreign department are so nu- 
merous and complete today that those 
in the United States who wish to make 
business remittances or to send funds to 
friends or relations abroad ean find in 
the department a complete immediate 
and direct banking service, as it issues 
drafts payable in all foreign countries 
or it sells order for transmission by 
cable or letter drawn by the bank upon 
its foreign correspondent in any part 
of the world, directing the crediting or 


By F. S. PARKER 


Guaranty Trust Company of New York 


paying of foreign monies as required. 

It is in the facilitating of commercial 
transactions with foreign markets that 
the foreign department finds its most 
useful and important service to its 
banking clients. This service may take 
one or many forms. American business 
houses which need to maintain direct 
accounts in any of the cities where the 
bank’s branches or correspondent’s are 
located may establish such accounts 
through the intermediary of the foreign 
department. 

Another important service is that of 
collection of drafts in any foreign busi- 
ness center. These collections may take 
the form of clean or documentary bills 
drawn on foreign customers in dollars 
or foreign currencies, or they may be 
foreign government warrants, interested 
coupons, bank book balances, or any 
other form of obligation due and pay- 
able abroad. These may be taken for 
collection without advance or may be 
bought at a flat rate, that is to say a 
bank will give a rate that will include 
not only the interest for the money dur- 
ing the time the collection is being made 
but also all commission and stamp 
charges. As promptitude is especially 
important in the ease of documentary 
drafts, the foreign department takes due 
care that the documents go forward to 
the foreign destination not later than 
the actual shipment of the merchandise 
and, if possible, upon the same vessel. 


tae 


Your Chicago 


Correspondent— 


is your financial ambassador in that city. As 


such it should be a perfect reflection of your 
bank in its alertness and in its spirit of close 
sympathetic co-operation. The Chicago Trust 

mpany has these qualities and, too, it is 
happily conditioned both as to size and facil- 
ities to offer you a correspondent service that 
your standard of banking demands. 


CHICAGO TRUST COMPANY 


Southeast Corner of Monroe and Clark Streets 


YOUR FINANCIAL AMBASSADOR IN CHICAGO 





40 


Readers will confer a favor by mentioning .THE BANKERS MONTHLY when 


In connection with the collection of 
foreign drafts, the foreign department 
is equipped to render valuable service 
in assisting expert merchants in the 
handling of shipments abroad which 
may encounter difficulties in delivery in 
foreign markets. It may assist to find 
other purchasers for shipments refused 
by a buyer or it may protect the com- 
modity through its correspondent by 
eareful warehousing, insurance and in 
other essential details. Another most 
careful protection to the exporter is 
afforded in the credit information in re- 
gard to foreign buyers, a service which 
daily becomes more complete and effi- 
cient. 

A large proportion of American ex- 
porting firms effect their foreign sales 
against commercial credits established by 
American bankers. Under this method 
an American bank letter of credit is 
stipulated in the negotiations for the 
purchase of goods or merchandise from 
an American seller. When the deal is 
concluded the foreign buyer arranges 
with his local bank to establish with its 
New York bank eorrespondent a credit 
expressed in dollars in favor of the 
seller. On receipt of instructions from 
the foreign bank the American bank 
establishes the credit and notifies the 
seller of the details, quoting the amount 
and the documents and other factors 
required. In due course, the seller 
prepares the goods or merchandise for 
shipment, receives the necessary docu- 
ments and presents them to the foreign 
department of the bank issuing the 
credit. If everything is in accordance 
with the terms as given in the instrue- 
tions, the seller is paid the amount in- 
volved and is then out of the transac- 
tion altogether. 

The foreign department of an inter- 
national bank, because of its relations 
with many foreign banks, becomes the 
intermediary through which these for- 
eign banks establish such credits, cover- 
ing a considerable proportion of the ex- 
ports from the United States. In such 
transactions it may be added that the 
American bank acts merely as_ inter- 
mediary and not as principal, and is 
guided for its protection solely by the 
conditions and requirements laid down 
by the foreign bank from which the in- 
structions in regard to the credit have 
been received. 

The large bulk of imports into this 
country of raw materials, such as wool, 
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coffee, silk, hides, hemp, ete., is financed 
by means of import letters of credit. 
In former years the sellers in foreign 
countries usually demanded a letter of 
credit in sterling or in the curreney of 
their country, but now the dollar letter 
of eredit for imports is being more 
widely recognized due to the stabilized 
value of the dollar vs. the fluctuating 
values of other currencies. As an 
illustration, coffee, which was formerly 
financed by sterling letters of credit is 
now handled almost exelusively by the 
dollar letter of credit which is much 
more satisfactory as it affords no ex- 
change problems. The large commercial 
banks have an arrangement whereby 
they will issue such credits for account 
of an interior bank. 

In handling transactions which in- 
volve foreign currencies and thus bring 
exchange into the operation, the foreign 
exchange department is able to be of 
great assistance to the trading client due 
to its constant contacts by fast cable 
with the exchange markets in foreign 
countries and the exchange banks and 
bankers in this country. It is in a posi- 
tion to answer inquiries relating to any 
specific exchange problem, and further, 
it affords to the merchant a forward 
market in exchange, a most important 
matter in these days of greatly fluctuat- 
ing exchange values. By covering his 
exchange by future contracts the mer- 
chant is able to avoid losses by such 
fluctuations and evades a_ speculative 
danger to his trading operations. 
Further, if he maintains close and satis- 
factory relations with the bank he may 
be able to finance such transactions 
without the need of margin deposits for 
the bank’s protection. 

The profits of a bank are mainly 
earned by the loans which it negotiates, 
and the foreign department of an inter- 
national bank plays an important part, 
in sustaining these profits by means of 
the loans which it makes in connection 
with the flow of goods between the 
United States and other countries. 
Under due protection of drafts and 
documents as collateral, imports and ex- 
ports are constantly made the basis of 
banking loans during all the phases of 
their movement between buyers and 
sellers. 

Such operations bring into play all 
the intricate and valuable relationships 
of a foreign department and emphasize 
their readiness for service to a banking 
client. The client, from these relation- 
ships placed at his disposal, obtains a 
preferential service at a minimum cost 
and is afforded direct contact with many 
important, helpful agencies in foreign 
countries. 

This system which lies at the com- 
mand of the foreign department of an 
international bank, as it has been de- 
veloped since the passage of the Fed- 
eral Reserve Act and the marked ex- 
tension of American banking interests 
abroad constantly tends to stimulate 
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GENERAL MOTORS 


ACCEPTANCE CORPORATION 
NEW YORK CITY 


May 41, 1924 


. . « - $£9j000,000 


Surplus &F Undivided Profits. ... 4,292,104 


Total Resources....... 


CURTIS C. COOPER, President 
ALBERT L. DEANE, Vice President 


IRENEE pu PONT, President, B. 1. du 
Pont de Nemours @ Co.; and, Director 
General Mowrs Corporation, 


LAMMOT pu PONT, Vice President, E. 
I. du Pont de Nemours & Co.; and, Di- 
rector General Motors Corporation. 


PIERRE S. pv PONT, Chairman, E. I. 
du Pont de Nemours & Co.; and, Gen- 
eral Motors Corporation. 


0. H. P. LA FARGE, General Motors 
Corporation, 


JOHN J. RASKOB, Chairman Finance 
Committee, General Motors Corporation; 
axd, Director E. I, du Pont de Nemours 
SG. 


JOHN J. SCHUMANN, JR.. 
Vice President 


DONALDM. SPAIDAL, Vice President 


ALFRED H. SWAYNE, Vice President 
and Director, General Motors Corpora- 
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DALLAS 
LONDON, ENG. 


LIVINGSTON L. SHORT, Counsel 
F. STANLEY PARSON, Asditor 


JOSEPH L. MYERS 
General Manager, Financial 
Sales Department. 


our commerce with foreign countries 
and to promote more extensive financial 
relations with them. It is an important 
factor of the continued progress of the 
nation in wealth and prosperity. 

It is essential that the interior banker 
be alert and aggressive in connection 


with this foreign business for manu- 


facturers in small towns throughout the 
United States have become interested in 
the possibilities of the foreign markets, 
and they are naturally looking to their 
local banks to advise them regarding 
their foreign trade problems, both actual 
and potential. 


But the majority of banks cannot 
afford to maintain the elaborate equip- 
ment necessary for a foreign depart 
ment in all its essential details, and 
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Tue obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 
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suitable maturities, 


Address Financial Sales Depart- 
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Executive OFFices 


224 West 57TH STREET, New York Crry 
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WASHINGTON, D.C. 
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in any event, this business is so techni- 
eal they undoubtedly would not care 
to undertake such business alone, and 
should not without the advice of specia- 
ists in this work. The large interna- 
tional banks realize this and have created 
departments to give specific commercial 
information by interview or by mail, 
regarding the prospect for the sale of 
American goods abroad. They have 
immediate access to reports regarding 
the credit and commercial standing of 
hundreds of thousands of foreign firms 
and corporations, all of them carefully 
revised to cover charges made during 
the war. 


These departments include in their 
personnel experts in many different 
departments of business. 


IS TURNOVER BIGGER FACTOR 
THAN MERE VOLUME? 


Unwise buying is responsible for more of 
the legitimate business failures than any 
cause which has so far been discovered 


By J. H. TREGOE 


Executive Manager, National Association of Credit Men 


HERE is a popular feeling that 

volume is necessary to the success 
of a business. As usual, a simple state- 
ment like this needs qualifications. 
Volume must be obtained without affect- 
ing equally important principles in a 
suecessful business. The objective of a 
business should be service, honest opera- 
tions and profits. A business may run 
for a long while but not permanently 
if the third object is alone preserved: 
its lot is doubtful if the first two only 
prevail. 

A proper turnover is more important 
in successful merchandising than merely 
volume. Volume may be obtained by 
increasing the stock of merchandise 
beyond safe capital ability or by hav- 
ing too large a proportion of sales on 
credit terms. 


There is no doubt that in the list of 
really honest failures the most common 
cause of trouble is unwise buying. 
Take, in illustration, this situation: A 
retail establishment with a stock of 
$25,000 whose volume of sales for the 
year should be $100,000. If a gross 
profit of 30 per cent, is caleulated, this 
means that purchases of $70,000 should 
be made throughout the year, and ac- 
cording to seasonal demands. A volume 
of sales amounting to $100,000, accord- 
ing to this formula, would mean a stock 
turnover of four times in the year, 


based on sales and not the purchase 
price. If, on the other hand, in order 
to sell $100,000 during the year, this 
establishment were to buy $90,000 in 
merchandise, we realize quickly how 
largely the stock would be added to 
and the payables increased. 

It would seem axiomatic of suecess- 
ful merchandising that a proper turn- 
over be sought rather than mere volume 
of sales. This is one of the points of 
business management that has been too 
lightly regarded and too little recognized 
by merchants. It is the custom usually 
to set a mark for sales and to reach 
that mark willy-nilly. In reaching that 
mark, receivables may mount up too 
largely, the stock of merchandise may 
inerease too rapidly, payables may in- 
conveniently accumulate, and the last 
stage will be found far worse than the 
first. Every credit executive should be 
alert to this important feature of sue- 
cessful merchandising. In scanning fi- 
nancial statements he should look care- 
fully to the proportion of stock to sales. 
He should discover whether a proper 
turnover or mere volume was the mer- 
chant’s objective. 

It can be made a principle of credit 
departments that unwise buying is re- 
ponsible for more of the legitimate 
failures than any cause so far dis- 
covered. 


For SIXTY-TWO YEARS we have rendered 
a service that has won us the confidence and 
friendship of our correspondents. We know 
this, because we have grown and our service 
has grown proportionately in importance 


and value. 


We solicit your business on the basis of 


this service. 


“A big, friendly institution where the spirit is 
atic and it is a pleasure to do business.” 


The Foreman National Bank 


The Foreman Trust and Savings Bank 
(Succeeding Foreman Bros. Banking Company) 


S. W. Cor. La Salle and Washington Sts. 
Chicago, Ill. 


Combined Capital, Surplus and Undivided Profits exceed $6,000,000 





HERE is a school where it seens 
diffieult for pupils to advance into 
higher grades, and that school is the 
school of credit. Though indispensable 
in modern commerce and fundamental 
to its development, credit in its various 
elements is little understood and for 
that reason is suffering constant abuses. 
We pay large large bills for our ig- 
norance of credit principles. We go 
along merrily as though credit were 
governed by none of those hard and 
fast rules that prevail in all other 
matters with which mankind has to do. 
Some day the fallaciousness of en- 
deavoring to create credit out of thin 
air will be generally understood. 


In a recent editorial, a metropolitan 
newspaper made this statement: “Credit 
is not material; it is moral.” This is 
but half true. Credit is both material 
and moral. Credit is bought just like 
commodities. This is the exchange prin- 
ciple of credit. He who has eredit to 
sell buys commodities or money with it, 
and while credit is not a value of itself, 
it represents elements, which, taken to- 
gether, constitute value and make a fair 
exchange. 

The thing that is fundamental with 
credit is that the goods or money se- 
cured through credit must be used in 
such manner that when the liquidating 
period arrives, he who gave real value 
in the first place will receive real value 
in return. When the liquidating capa- 
city in eredit fails, credit dies. 

Credit cannot be legislated. Failure 
to appreciate this by governments has 
caused dire disaster in the years just 
passed. Credit is at the base of our 
complex commerce; with it we create 
capital and wealth. Yet with so much 
ignorance prevailing regarding the 
credit function, we contribute annually 
a sum in credit waste that could as well 
be saved and used for production. 

It is easy for the legislator to say that 
a hard pressed agricultural or industrial 
people should be given more credit, yet 
if the elements of credit are lacking 
and the liquidating power absent, then 
to supply credit merely hinders and 
does not help in the final windup. Real 
values must be created by muscle and 
brain. 

NTELLIGENT forecasting of business 

movements, practical interpretation 
of present-day events, the understanding 
of social and business movements, are 


42 Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


> RS 


—— 





at 2 Ga =e GO aoe Ge = ot A ee Oo 


ao nan r-z 





ACU RE SCOTT S 


BANKERS MONTHLY for AUGUST, 1924 


43 





not possible without carefully selected 
reading. No human mind was ever 
created that could function at its best 
without fuel. Reading and experience 
feed the mind and they complement one 
another. By reading we interpret our 
experience. 

The business man thinks oftentimes 
that he has done his full duty in run- 
ning over the morning and afternoon 
newspapers, studying his business pub- 
lieation, getting the stock or market 
quotations. But he sees how insufficient 
this is when he realizes that an under- 
standing of the many currents that came 
together in the disastrous maelstrom of 
1914 is not possible for anyone who has 
not read Europe’s political history since 
the Berlin Congress of 1878. 

Reading does not simply furnish facts 


and information. Its best use is in 
encouraging the orderly and critical 
functioning of the mind. Nothing 


should be read that is not reflected upon, 
for in reflection comes the real edueca- 
tive progress. 

A man I know wanted to study law 
because he felt that a knowledge of 
legal principles would prove helpful in 
his work. In a four years’ course at a 
umiversity he secured the training, 
though all his reading had to be done 
to and from his work on the street ears. 
Let us assign a small part of each day 
or a little part of each week to general 
reading which embraces especially the 
subject that we believe will help us most 
in grasping the trend of present-day 
events and make us more proficient in 
our profession. The result will be ample 
recompense for every sacrifice made. 

My feeling is that many mistakes are 
made in business and finance because 
there has not been a sufficient back- 
ground of facts upon which to forecast 
the future and to interpret the tendency 
of each day’s events. Carefully selected 
reading will help overcome this weak- 
ness, 


E have been literally playing with 
the matter of costs. We have been 
setting it aside as an unpleasant bogy, 
but like the inevitable it continues to 
bob up and is now upon us in all foree. 


The chief cost in production and in 
marketing is the human cost. We are 
proud and entirely satisfied with the 
opportunities now offering labor and the 
many little things that the labor wage 
will buy. All this tends to the making 
of better people. Yet there must be 
taken into consideration the fact that 
the United States does not stand alone 
in the world, but is face to face with 
conditions abroad where human costs 
are very much less than they are in our 
country and with which we have more 
or less to compete. 

When in the textile district of the 
South not long since, I discovered a 
slowness of production. This was due 
to this outstanding fact: the prices the 
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New York Business 
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MECHANICS & METALS 
NATIONAL BANK 


OF THE CITY OF NEW YORK. 


Deposits, June 30, 1924 - $288,000,000 
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public were willing to pay could not be 
met by the cotton mills—which were 
staggering under excessive costs,—with- 
out ineurring heavy losses. 

An authority recently pointed out that 
in the pre-war period labor cost per 


. traffic unit for the railways was 34% 


mills. In 1923, it was 6 mills—an in- 
erease of nearly 80 per cent. In no 
domain of human endeavor is the give 
and take process so highly necessary 
as in the field of commerce. Labor can- 
not be paid at all unless there is a de- 
mand for the things that labor produces. 
It is continuing employment more than 
the high wage that gives permanent 
satisfaction to labor and makes labor 
prosperous. Sitting down firmly on 
what one has and erying for more may 


JOHN McHUGH 
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often be likened to the foolish attempt 
of trying to eat the cake and have it 
too. Low prices and high eosts put 
industry between the upper and nether 
millstone, and seriously interferes with 
natural property. We have been urg- 
ing a fearless treatment of costs,—and 
a fearless treatment does not mean by 
any means a harsh treatment,—and 
every reasonable attempt to convince 
people of the interdependence of the 
employer and the employe. 

Unless we substitute reason for un- 
reason, we shall all meet with some hard 
knoeks and find it diffieult to keep our 
industries moving in an even and profit- 
able way. It is better to sacrifice a 
little so as to insure a continuation of 
income. 
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A BILLION 
DOLLAR 
CUSTOMER 


ANADA’S trade 

with the United 
States amounts to more 
than a billion dollars a 
year. Canada buys 
more goods from the 
United States than any 
other country in the 
world except Great 
Britain. 


CANADA 
IS 
PROSPEROUS 


And Canada is grow- 
ing. Her wheat crop, 
for example, has in- 
creased from 55 million 
bushels in 1900 to 475 
million bushels in 1923, 
and even yet less than 
one-fifth of the arable 
land is under cultiva- 
tion. The opportuni- 
ties for new settlers and 
new capital are un- 


bounded. 


It will pay to keep a 
friendly eye on this bil- 
lion dollar customer. 


_For information about 
Canada write 


DEPARTMENT of 
IMMIGRATION and 
COLONIZATION 


Room 901, Ottawa, Canada 
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Puts Joy in Living 
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The North Canton Banking Company, 
North Canton, Ohio, plans to remodel 
the interior of its banking quarters. 


A bank and store building to cost 
$25,000 will be erected for the Citizens 
State Bank, Menomonee Falls, Wis- 
consin. 


WHAT PER CENT OF ASSETS 
SHALL WE PUT IN BONDS? 


A trust company should provide for require- 
ments of customers and when money is easy 
buy short term securities for surplus funds 


By W. R. K. 


MITCHELL 


Asst. Treas. and Asst. Secy., Provident Trust Company, Philadelphia 


HAT proportion of the assets of 
a trust company should be in- 
vested in bonds and stocks? 

The significance of this question may 
be better realized when we consider that 
this ration among five Philadelphia trust 
companies varies from 60 per cent in 
one ease to one half of one per cent in 
another. This indicates a wide diver- 
gence in policies. This article is an 
attempt to select some of the more im- 
portant factors bearing on this propor- 
tion of assets to total holdings of stocks 
and bonds, which may be helpful in 
working out the individual requirements 
of each trust company. 


The proportion should be such as to. 


create the greatest possible profit with 
maximum safety, as the stockholders 
who supply the funds to organize a 
trust company are entitled to an invest- 
ment of assets which will give the 
highest return and still keep the trust 
company in a perfectly secure position. 
As a result the assets should be invested 
in mortgages, real estate, loans, bonds 
and stocks with this point in view. 

Over a long period of time the direct 
return on bonds as compared with the 
return on loans to customers will prob- 
ably even up to such a point that there 
is very little advantage of one over the 
other provided that the safety feature 
is equal. 

Stocks will often return a greater 
amount but the risk will considerably 
increase and it is questionable as to 
whether it is safe to invest very heavily 
in this type of security unless there is 
some special outside reason for doing 
so. 

The obtaining of new business is very 
important in its relationship towards 
profits, since profits should inerease 
proportionately to the increased busi- 
ness transacted. A satisfied clientele is 
the best aid to the trust company in 
the conserving -of business and in the 
creating of new business. As a general 
rule the best method of keeping the cus- 
tomers satisfied is to take care of their 
particular financial needs. More new 
customers and friends can be made 
through lending them money than by 
any other method. The purchase of 
bonds comparatively seldom creates any 
profitable affiliations, though at times 
new corporation trusts can be secured 
through the purchase of some of the 
bonds by the trust company involved. 


All customers’ needs and the require- 
ments of new clients therefore, should 
be cared for, so far as safety permits, 
in order that the quickest possible 
growth will result and an increase in 
profits be obtained. These customers’ 
demands will vary considerably, of 
course, with the geographical location 
of the company, the competitive char- 
acter of the community served and the 
general economic conditions, but each 
trust company should be ready to meet 
them at all times in so far as it is pos- 
sible to do so. 

To be in a safe position a trust com- 
pany must be reasonably liquid. Under 
the old National Bank Act trust com- 
panies had no method of protecting their 
reserve in times of tight money except 
by the calling of loans or by the sale 
of securities. Of these two methods it 
was usually advisable to call loans 
wherever possible since high money rates 
caused a low bond market and the dis- 
position of bonds and stocks would 
necessitate the taking of heavy losses. 
Moreover, if panie conditions arose and 
a considerable number of banks called 
loans, brokers were forced to sell securi- 
ties in order to meet these calls thereby 
further demoralizing the security 
market. Under this system it was in- 
advisable to invest very heavily in bonds 
and their value as a secondary reserve 
was questionable. 


The Federal Reserve Act enabled 
trust companies to borrow at the Fed- 
eral Reserve banks with their securities 
as collateral up to 80 per cent of the 
market value. This made it very easy 
to raise money at a moment’s notice 
and bonds as a secondary reserve be- 
came more important. Trust companies 
now prefer to borrow on bonds rather 
than to call loans since it is not necessary 
to actually take losses on securities in 8 
demoralized market, and since there is 
an obvious objection to calling cus- 
tomers’ loans except as a last resort. 
It should also be kept in mind that a 
vast number of so-called call loans are 
not readily liquidated. 

Every trust company’s liabilities are 
largely made up of, first capital, surplus 
and undivided profits, which may be 
termed permanent funds, and second, 
the deposits, which are, to a great ex- 
tent, demand liabilities and are subject 
to withdrawal at a moment’s notice. 


A trust company, therefore, should be 
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reasonably liquid up to the amount of 
its demand deposits. On the other hand 
it would seem safe to invest the capital, 
surplus and undivided profits in real 
estate, mortgages, unmarketable bonds, 
and slow loans to customers which may 
be on more or less of a permanent basis. 


Conditions may be such that after 
customers’ demands have been cared for 
and the capital, surplus, and undivided 
profits have been invested in non-liquid 
investments, additional funds are avail- 
able which should be put to work. 
Since under the terms of the Federal 
Reserve Act bonds are more liquid than 
any other assets for trust company pur- 
poses these should be first considered 
for the investment of these surplus 
funds. However, it is very important 
to consider the general economic condi- 
tions and money rates before purchas- 
ing bonds. Bond prices are, of course, 
relatively high when money rates are 
low and vice versa. Theoretically, there- 
fore, it is much more profitable to pur- 
chase long term bonds when interest 
rates are high since a considerable ap- 
preciation in price can be obtained 
through this policy. However, under 
these conditions it is usually all the 
trust company can do to supply the 
demands of its customers and keep its 
legal reserve intact and very few surplus 
funds are on hand for investment in 
securities. On the other hand when 
money rates are low and deposits are 
inereasing, a considerable fund which 
cannot be loaned out to the company’s 
eustomers, is often accumulated for in- 
vestment. Moreover, at such times as 
these a great many corporations are tak- 
ing advantage of the low money rate 
in order to finance themselves cheaply 
through the issuance of long term bonds. 
Many offerings of this type of security 
are made and the temptation for trust 
companies to purchase them with their 
surplus cash is great. If these long term 
bonds are purchased to any great ex- 
tent at such a period they will, of 
course, depreciate in value as money 
rates become normal and the trust com- 
panies will have to take a considerable 
loss in principal which is often directly 
reflected in the annual profits through 
the charge-off of these losses at the end 
of the year. A long term security pur- 
chased when money rates are low means 
the investment at a low rate of interest 
over a period of years and it is felt that 
in the long run, the continuous invest- 
ing in short term securities will net an 
equivalent interest return without the 
danger of depreciation in principal. 


It therefore seems better to purchase, 
a possible, short term securities when 
money is easy, since the decreased de- 
preciation in principal will ordinarily 
more than offset the small increase in 
income obtainable by the purchase of 
long term bonds; and it should also be 
kept in mind that short term securities 
are, as a rule, more liquid than those 


Foreign Service to Banks 


— COMPANY has exceptional facilities for 
serving customer banks engaged in inter- 
national transactions. Its three-fold foreign bank- 
ing organization—the Foreign Department in 
New York, offices in important cities, and corres- 
pondents in all parts of the world—offers varied 
facilities that are of special value to its banking 


customers. 


A new illustrated booklet just issued by us—“‘Bank- 
ing Facilities in Europe’’—describes this Company’s 
European organization and the distinctive services 
offered to clients through the Company’s foreign 


branches. 


It will be sent on request. 


Guaranty Trust Company 
of New York 


NEW YORA 
LIVERPOOL 


LONDON 


of longer term. Maturities should also 
be diversified so that advantage can be 
taken, from time to time, of better in- 
vestment conditions where it might be 
possible and profitable to switch into 
longer term bonds. 

The proportion of bonds and stocks 
to total assets will, of course, vary to 
some extent in accordance with the 


economie ¢ycle and the percentage will 


probably be somewhat greater when 
money rates are low than under opposite 
cireumstances. 


Bank Statements as Advertising 

Bank statements are becoming more 
and more attractive and readable as 
banks realize that the statement offers 
a convenient means of advertising. A 
recently published statement folder of 
the San Diego Savings Bank, San Diego, 
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California, may be taken as an example. 
It is printed on a handsome enamel 
paper in green and black inks. Folded, 
it is three and three-eighths by six inches, 
but it opens up to a sheet ten by twelve 
inches printed on both sides. On one 
side of the opened sheet of the folder 
is a group of a dozen photographs, ar- 
tistieally arranged, of Balboa Park, 
one of the beauty spots of San Diego, 
together with a deseription of the park. 
On one half of the reverse side of the 
folder sheet is a condensed statement 
of the bank as of June 30, 1924, and 
each item in the statement is explained 
briefly and readably. Then, on the 
same sheet, there is also a summary of 
all the services of the bank, a photo- 
graph of the bank building itself, and 
the “cover” of the folder. A posteard 
was enclosed. 
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today in excess of $2,000,000,000. 


There are more than 2,000 offices in the British 
Isles, including over 1,700 branches of the parent 
bank in England and Wales. Throughout France, 
Belgium and Egypt, in Palestine, at Gibraltar, 
Malta and Khartoum, are banks allied with 
Barclays Bank. Correspondent relations are 
maintained throughout the world. 


American banks are cordially invited to use 
Barclays’ facilities for their overseas transactions. 


BANK 


BARCLAYS 
LIMITED 


Frederick C. Goodenough, Chairman 
Head Office: 54, LomBarp Street, Lonpon E. C. 3 
Chief Foreign Branch: 
168, FEncHuRcH Street, Lonpon E. C. 3 


Representative in America: 
H. Poe Alton, 60 WALL Street, New York City 
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PAR CLEARANCE PLAN 
THAT SAVES TIME 


In order to make possible prompt 
and definite clearance of checks in 
neighboring cities 29 banks in 20 cities 
around Lexington, Kentucky, joined 
together in a “Quick Clearing Associa- 
tion.” Under this plan each member 
bank can rely upon realized credit on 
the second day. 

The Phoenix National Bank and Trust 
Company of Lexington was made a sort 
of clearing house for the association. 
The par clearance agreement entered 
into by the 29 banks explains the nature 
of the plan: 

First: Each signer of this instru- 
ment becomes a member of this associa- 
tion and agrees to comply with the 
conditions and stipulations hereinafter 
specified. 

Second: Each member agrees to 
collect all out-of-town items drawn on 
another member by sending the same 
direct to the member on which sueh items 
are drawn (unless the total amount on 
any one member bank is less than $20.00 
in which event it is optional with the 
sending member) and mailing to the 
Phoenix National Bank and Trust Com- 
pany, of Lexington, Ky., a carbon copy 
of the letter accompanying such items; 
and upon receipt of the carbon copy of 
such letter the Phoenix National Bank 
and Trust Company shall be, and is 


A World Power 
In Banking 


THE name of Barclays stands as a synonym of 
world banking. Aggregate resources controlled by 
the organization of Barclays Bank Limited are 


hereby authorized and it now agrees to 
immediately eredit the same to the 
account of the sending member, and 
charge the account of the receiving 
member, and advise both promptly to 
this effect. The receiving member will 
advise the sending member of the 
receipt of said item or items and send 
to the Phoenix National Bank and Trust 
Company, a carbon copy of such advice. 
Provided, however, where any member 
is now interchanging direct with any 
other member, it shall be optional with 
such member to discontinue so doing, as 
this agreement does not in any way in- 
terfere with such arrangement. 

Third: All items on any town or 
city in which there is more than one 
member may be collected by sending 
all of said items to any member in such 
town or city in accordance with Section 
2 hereof. 

Fourth: Collections (non-cash items) 
may be handled in accordance with See- 
tion 2, except credit therefor will not 
be given until the receiving member 
advises payment. 

Fifth: Each member agrees that it 
will accept from a member items on any 
non-member banking institution, located 
in the same town as the receiving 
member, exactly as it would an item on 
itself, if it‘ should be the desire of any 
sending member to so collect. 

Sixth: In the event any item is for 
any reason protested the member so pro- 
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The New York Trust Company 


Offers These Services to 
Banks, Corporations and Individuals 


ODERN, comprehensive 


commercial banking facili- 
ties, and a highly developed 


credit information service available 
to customers— 


Foreign credit information, current 
data on foreign markets and trade 
opportunities, and other special con- 
veniences for those oapgelia foreign 
trade— 


Exceptional facilities for the admin- 
istration of personal and corporate 
trusts, developed through long ex- 
perience covering the entire field of 
trust service. 


The New York Trust Company 


Capital, Surplus and Undivided Profits, $28,000,000 


100 Broadway 
40th St. & Madison Ave. 





testing shall as is customary notify by 
wire the sending member, as well as the 
Phoenix National Bank and Trust Com- 
pany, and the protested item shall be 
handled as new business, in accordance 
with Section 2, hereof, as shall all cash 
items returned for non-payment. 

Seventh: The Phoenix National Bank 
and Trust Company, in consideration 
of the agreements herein contained, 
does herby agree to aet in the capacity 
herein set out, clearing for the said 
member banks as herein set forth, and 
it does agree in consideration of the 
stipulations herein contained, to pay three 
per cent per annum on the daily balances 
to the member banks and to transfer 
by mail or wire, funds to any bank, 
when requested to do so by any member 
bank. 

Eighth: Any bank desiring to with- 
draw from this agreement shall have the 
right to do so after at least thirty days’ 
notice in writing has been given to the 
Phoenix National Bank and Trust Com- 
pany of Lexington, of such desire, 
whereupon on receipt of said notice 
said Phoenix National Bank and Trust 
Company shall immediately notify all 
other members of the said purpose of 
such member to withdraw herefrom. 

Ninth: It is understood and agreed 
that this agreement shall be binding on 
such banks as may subscribe hereto in 
the organization of the above plan, or 
that may subscribe hereto. 
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HOW A TRUST DEPARTMENT 
DOUBLED ITS BUSINESS 


Within less than two vears the trust 
business of the Union Trust Company 
of Rochester, New York, more than 
doubled. This growth has been attained 
in the face of seasoned local competi- 
tion. As a result, the factors that con- 
tributed to this unusual increase are in- 
teresting. 

In the first place an experienced trust 
officer, Charles H. Moore, was secured 
to analyze, manage and further develop 
trust work. The fact that Mr. Moore 
is a lawyer aided the bank in working 
in close co-operation and harmony with 
the legal profession. His practical ex- 
perience in financial promotion also 
helps the bank in building up of its 
trust department. The new trust officer 
was made a vice president. 

Mr. Moore constantly keeps certain 
ends in view in the conduct of his de- 
partment : 

To select and train capable assistants, 
and keep them interested and enthu- 
siastie by delegating to each, work of 
inereasing responsibility, an important 
item, for it brings out the best efforts 
of all. 


He also aims to develop every pos- 


sible prospect for trust service else- 
where in the bank. This also is im- 
portant, since the trust department’s 


clientele is most readily developed from 
the customers of the bank. 

Another fundamental aim is to keep 
the contacts between the department 
and customers human and _ friendly. 
The person of small estate is given the 
same considerate attention as the person 
in more affluent circumstances, because 
nothing succeeds like a genuinely demo- 
cratic service. It stands out in a 
community and becomes known along 
the byways as well as highways. 

This considerate and friendly attitude 
is, as far as possible, reflected in the 
department’s publicity program, 
sisting chiefly of personal letters. The 
“clever” touch is éhtirely lacking. 
There is no suggestion of pressure being 
brought to bear, or any urge for haste. 
All that is attempted is to inform the 
publie that such helpful service is avail- 
able, and to explain, by practical ex- 
amples, how it works. 

Finally, this trust department con- 
stantly stresses co-ordinated 


con- 


handling 
of ail the items generally regarded as 
assets of an estate. 
the featuring of the life insurance trust, 
a phase of business which Mr. Moore 
believes to be one of the outstanding 
opportunities by which a fiduciary in- 
stitution can demonstrate its qualifiea- 
tions to act as conservator of the modern 
family fortune—whether modest, moder- 
ate or of large proportions. 


Woman’s Value In Country Bank 
The value of women to the bank, 


This has developed , 
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This entire room is lighted from an invisible source, 
Colonial Trust Company, Trenton, N. J 


Does Your Bank Look 
As You Want It To Look? 


EGARDLESS of their size, modern 
banks are gradually acquiring for 


Showing how both upward and 
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equipment features that are becoming 
l necessary to the bank-like atmosphere. 
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a Good lighting is one. ° 
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then we offer you this lifetime of experience. 
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particularly the smaller institution, is 
expressed aptly by Mrs. Jessie K. 
Taylor, president of the Haddam State 
Bank, Haddam, Kansas. 

“The bank woman is a valuable asset 
to any bank,” says Mrs. Taylor. “She 
can perceive those seemingly little things 
which are yet of importance. 

“In many eases she ean take just as i B \s 
good care of a customer as any officer, 
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and thereby relieve Mr. Cashier or natal 
President. She knows women and 
ehildren as no man could know them. 
She knows the soeial aetivities— 


“The bank woman keeps better tab 
on the marriages and the birthdays and 
thus can help in advertising the savings 
department. She not only serves the 
public, but helps increase profits. 


whether Mrs. A. is spending more than 
Mr. A. ean afford and know the reason 
for his returned cheek marked 
funds.” 


“no 
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TEN WAYS TO PROMOTE 


EMPLOYES FELLOWSHIP 


(Continued from page 21) 


are closely and enthusiastically followed 
by their supporters in the banks. 


Inter-department athletics are some- 
times encouraged. Bowling, golf and 
tennis tournaments may be arranged 
among the employes to determine the 
bank championship. If the bank has 
a gymnasium, indoor games and ath- 
leties can be extended to the entire staff 
with beneficial returns in increased good 
health. 


Leadership in all such activities may 
be developed among the employes. 
With a sympathetic attitude on the part 
of the management, the employes may 
be depended upon to work out a com- 
prehensive and beneficial program. 


Educational 

Educational work requires more ex- 
pert supervision, if rightly done, than 
it is usually possible to secure from em- 
ployes, but it ean be encouraged by an 
interested group of employes who are 
willing to co-operate with the officer 
having this work in charge. Where 
responsibility for educational work in 
a bank has not been definitely assigned, 
a committee of employes and officers 
can work out a helpful program suited 
to the conditions of the bank. Formal 
classes, informal diseussion groups, lee- 
tures and talks by officers or others, are 
all possibilities in this program. A li- 
brary with opportunities of reading and 
study may also be provided and sup- 
ported by co-operation of management 
and employes. 

One of the interesting phases of edu- 
cational work in which the employes 
have had a hand in several city banks 
is open forum meetings, at which 
speakers are invited to present opinions 
on various financial, economic or busi- 
ness subjects, followed by general dis- 
cussion. In one Chicago bank, such 
meetings are held monthly throughout 
the winter. Among the speakers who 
address these meetings, are men of na- 
tional note. 

Dinner discussion groups have been 
found a helpful and inspiring thing in 
one city bank. A number of men have 
dinner together monthly and spend sev- 
eral hours talking about bank and fi- 
nancial problems. These groups are 
small enough so that they can be con- 
ducted in a most informal style. Usu- 
ally a subject is assigned in advance 
and some of the men are responsible 
for presenting certain phases of the 
subject, while all share in the discussion 
that follows. 

Welfare 

Although most so-called welfare work 
is earried on by the management of 
the bank, the interest and co-operation 
of the employes is necessary to do this 
work in a way that will be most effec- 
tive and that will keep it genuine, in- 
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terested and friendly in tone. Often 
these activities can all be carried on by 
a committee of people who have the 
confidence and respect of the employes, 
but they should enlist the co-operation 
of many of their associates. Flowers 
sent to the sick, or upon the occasion 
of death in the families of employes 
are more effective when accompanied 
by a call from a fellow worker. In some 
organization, employes are encouraged 
to do this and are given time off to 
make such ealls. In a city bank, the 
welfare committee is a large one, hav- 
ing representatives in all parts of the 
city, so that calls in the evenings upon 
sick associates may more conveniently 
be made. This committee is a very ac- 
tive one and performs a wide variety 
of services. 


A fund for charitable purposes or for 
emergency loans may well be ad- 
ministered by a committee of respon- 
sible employes. Such a fund is often 
provided by the management and some- 
times contributed to by employes. 


Thrift and Investment Activities 

Thrift among employes is often en- 
couraged by offering particularly ad- 
vantageous ways of investing savings. 
Some of these methods were discussed 
in the article appearing in the July 
number of the Bankers’ Monthly. In 
many cases, these activities are carried 
out by the employes themselves, al- 
though usually with more or less 
supervision by one or more officers 
representing the management of the 
bank. In some of the large city banks 
employes’ savings associations are or- 
ganized for the receipt and investment 
of employes’ savings. These associa- 
tions have their own officers and carry 
on their business as a separate savings 
institution. The funds on deposit are 
invested by the officers of the associa- 
tion and the entire earnings are distrib- 
uted at stated intervals to the deposi- 
tors, each depositor receiving his 
pro rata share of the earnings. In one 
large New York bank the deposits in 
such an association amount to more than 
a million dollars. 


A very common form of investment 
association permits employes to borrow 
money for short periods of time from 
the association funds. The high rate 
of interest charged on these temporary 
funds frequently results in such asso- 
ciations paying a very high rate on 
the money invested. 

Building and. loan associations or- 
ganized in the usual form but provid- 
ing services for the members of the 
organization only, are found in a few 
of the largest banks in the country. In 
one of these associations, typical of 
several others, home sites will be pur- 
chased by the association and all the 
details of the purchase, as well as of 
the building, will be supervised by a 
competent employe in the real estate 
division of the bank. In this bank the 


employe is required to pay at least ten 
per cent of the price of the property 
and monthly payments of at least ten 
dollars per thousand. Interest at the 
rate of five per cent is charged upon the 
money loaned. , 

Housing Facilities 

Quite closely allied to the services of 
the building and loan associations are 
the community housing projects which 
in some of the larger banks are carried 
on by employes. Several city banks 
have purchased dormitories for their 
employes and offer rooms at a minimum 
cost. In most eases, the dormitories so 
purchased are owned by an employes’ 
organization and are governed by 
officers elected by the residents of the 
dormitories. 

Vacation Grounds 

In order to provide vacations at a 
minimum cost many banks have pur- 
chased tracts of land and have provided 
cottages and dining rooms for the use 
of employes of the bank. In some 
cases, these vacation grounds are owned 
by the employes organizations and are 
managed by the representatives of the 
employes. In all cases investigated, 
such plans have been worked out in 
a highly satisfactory way. 

Co-operative Buying 

It is not an uncommon practice for 
banks, large and small, to arrange for 
special discounts on goods purchased by 
their employes. The usual arrange- 
ment is that employes presenting identi- 
fication cards may secure a discount 
from the regular price. Only in the 
larger organizations is it practie~| to 
conduct a store in which employes aave 
the opportunity of buying a_ wide 
variety of commodities. In a few cases, 
however, this is being done with suc- 
cess. 

Employes’ Organization 

In order successfully to carry on 
such activities as have been described, 
it is necessary, of course, to provide 
an organization. Many banks carry on 
such activities through an employes’ as- 
sociation or club whose officers are 
elected by the membership and whose 
affairs are administered entirely by the 
employes. 

In almost every case, the employes 
themselves support by means of annual 
dues the activities of these organizations. 
If the program of activities is an ex- 
tensive one, it is usually necessary for 
the management of the bank to con- 
tribute to the cost of operation. A 
study of the clubs in several of the 
large banks indicates that the contribu- 
tion of the management of the banks 
on the average about equals the total 
contribution made by the employes, al- 
though frequently the contribution of 
the management amounts to from two 
to three times times that of the em- 
ployes. The membership dues amount 


to about $3 per year. 
An organization of a typical em- 
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ployes’ club consists of the following 
officers: president, two vice presidents, 
secretary-treasurer, and chairman of 
the following committees—membership, 
entertainment, athletics, educational, 
welfare, finance. 

The officers and chairmen of these 
committees constitute an executive board 
which directs the affairs of the club. 
In this club only one of these officers 
is a member of the official staff of the 
bank. 

The committees are usually large, 
following a principle stated in an earlier 
part of this article, that it is advisable 
to secure the active participation of as 
many people as possible in employes’ 
activities. The officers and committees 
of this club carry on practically all of 
the activities described in this article, 
with practically no supervision from 
the management of the bank. 

The election to the position of an 
officer in this club is considered an 
honor and the annual elections are hotly 
contested—in a good natured way. 

Employes’ Magazine 

One of the most valuable ways of 
promoting the activities of an employes’ 
elub is by means of the publication of 
a newspaper or magazine. Particularly 
in a large organization, such a maga- 
zine fills a need for a method of inter- 
departmental communication and for 
keeping the employes in the organiza- 
tion acquainted with what is going on. 
An employes’ publication can also serve 
a valuable purpose as a means of giv- 
ing educational information to the em- 


in four chapters 


1. Twenty years ago The Equitable had 23 


pficers and employees and total resources 
of approximately $39,000,000. Today 
it has more than 1900 officers and employ- 
ees, and its resources exceed $400,000,000: 


Eight years ago its foreign transactions 
were handled by a subdivision of three 
men. Today its foreign department is a 
major division of 480 men and 11,500 cor- 
respondents on whom the sun never sets. 


Five years ago the bulk of its banking busi- 
ness was of a purely Wall Street nature. To- 
day it is a modern commercial bank, deal- 
ing in national and international credits. 


In less than a generation The Equitable 
has grown from a small company to be one 
of the world’s largest and strongest finan- 
cial institutions and one of the best-known 
American banks abroad. 


A descriptive booklet, “Equitasye Service,” 
will be mailed you upon request. 


Can a bank be too big? 


ERSONAL SERVICE” is a hackneyed phrase. But it has a real sig- 


Polsemes to the user of a bank. Our growth in depositors and in 


deposits has been paralleled by a growth in personnel and facilities, 
so that the same personal contact with depositors, and the same care- 
ful attention to their business, has been maintained. 

The fact that more than half of our new business comes to us 
through satisfied depositors, is perhaps the best indication that a 


ployes. Many such publications reg- 
ularly carry articles about the opera- 
tions of departments, interesting phases 
of the history and growth of the or- 
ganization and about the people that 
make up the staff. As a means of 
presenting the organization point of 
view, the employes’ magazine can also 
be very useful if the matter is presented 
in a way that will not leave the im- 
pression that the management is preach- 
ing to the workers. 


Most employes’ publications are com- 
bined with house organs that are used 
for advertising purposes. Generally, 
this is not a good practice, since the 
material which is good advertising copy 
and of interest to outside readers is 
not likely to appeal to the people in 
the organization. Moreover under such 
conditions, it is impossible to make the 
character of the paper as personal and 


intimate as would be the case if only ' 


members of the organization saw the 
publication. 


To print a magazine appearing 
monthly is a somewhat costly process, 
and this fact prevents many smaller 
banks from having employes’ publica- 
tions. This difficulty has been met in 
the Harris Trust and Savings Bank, 
Chieago, by the production in the bank 
of a mimeographed magazine which 
performs all of the functions of an em- 


bank can be large without sacrifice of personal contacts. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 


CHICAGO OFFICE 
10§ South La Salle Street 


DONALD L. De GOLYER 
Manager 


1ONDON 


ployes’ magazine at a very small cost. 
The typing and mimeograph depart- 
ments of the bank do the mechanical 
work and by using a good deal of art 
work which is transferred to mimeo- 
graph stencils and reproduced in the 
magazine, the publication makes an at- 
tractive appearance. Not counting the 
time of the mimeograph department, as 
well as the material, a 25 page magazine 
is produced at a cost of less than 25 
dollars per month with a eireulation of 
500. 

There are some bank officers who 
question the wisdom of encouraging 
such activities as have been described 
in this article on the basis that the 
benefits are not worth the time and ex- 
pense devoted to them. The experience 


37 Wall Street 


xX Baltimore: Calvertand RedwoodSts. 


DISTRICT REPRESENTATIVES 
Philadelphia: LandsTitle Building 


San Francisco: 485 California St. 


MEXICO CITY 





of banks that have followed out care- 
fully planned and supervised programs 
of employes’ activities indicates that 
there is no basis for doubling the good 
effects of these activities. Although 
the results may be somewhat intangible 
and difficult to appraise, it is the con- 
sensus of opinion among experienced 
managers that such activities do con- 
tribute to the morale of the staff and 
play their full part in providing the 
organization with happy and efficient 
workmen. 


The West Winfield National Bank, 
West Winfield, New York, will erect a 
new bank building for which contract 
was awarded. 
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The First National Bank 
of Chicago and the First 
Trust and Savings Bank 


This experience has developed a highly special- 
ized service in both banks, applicable to the 
needs of banks and bankers. 


Calls and correspondence are invited relative 
to the facilities afforded for the transaction of 
domestic and international financial business 
of every conservative character. 


FRANK O. WETMORE 
President 
First National Bank 
of Chicago 


REG US PAT OFF 





Auditors’ Meetings 


Bank auditors throughout the country 
are coming more and more to secure the 
means of expression on their problems 
that is furnished by the conference or 
convention. The Chicago Conference of 
Bank Auditors is a notable example. 

Another successful auditors’ group is 
the Ohio Association of Bank Auditors. 


Upon the foundation of sixty years’ experience 
and growth is based the present organization of 


Combined Resources exceed 
$350,000,000.00 


JAMES B. FORGAN, Chairman 
Board of Directors of both banks 














MELVIN A. TRAYLOR 
President 
First Trust and Savings 
ank 





Selling the Living Trust 

As the Living Trust becomes inereas- 
ingly popular there comes the problem 
of educating the public in its uses and 
advantages. This must be largely the 
work of booklets whjch are sent direct 
to present or prospective customers, for 
the Living Trust message is too difficult 
to explain through other advertising 
mediums than the booklet. 

A well printed and attractive booklet 
ealled “Creating a Trust Fund” issued 
by The Minnesota Loan and Trust Com- 
pany, Minneapolis, sets forth the ad- 
vantages of the Living Trust in a per- 
suasive and lucid manner. It is 16 
pages in length. It tells the essentials 
of the matter without going into too 
great technicality. 


TRUST SERVICES IN THE 
BRANCH OFFICES 


By Orrin C. Jupp 


Trust Oficer, Irving Bank—Columbia Trust 
Company, New York 


geese of trust business re 
quires the attention of men of ex- 
perience and skill, but with the growth 
of trust business, and the extension of 
branch banking facilitites by many 
banks, the problem of providing an ade- 
quate staff of trained trust officers 
without making the cost everburden- 
some becomes acute. 

This problem was solved by a city 
trust company with 14 district branch 
offices. 

Each office is a comprehensive bank- 
ing unit, offering deposit, credit loan, 
foreign exchange, safekeeping and trust 
services. The local office is not called 
a branch but a district office. 
pletely equipped. But this equipment 
is not all grouped at the local center, 
It ineludes the constant service of a 
detached and smoothly functioning 
central office, manned by experts in the 
several lines. Weekly or more frequent 
regular conferences insures confidence 
on the part of the local trust depart- 
ment in its ability to initiate and ad- 
minister any piece of trust business 
and consequent satisfaction to the local 
clientele. 


It is com- 


It is recognized that some district 
offices are so located that they will 
secure very little trust business, and 
their distance from the central office 
may be so great as to make it incon- 


venient to give satisfactory co-ordinat- . 


ing service directly. Such offices are 
therefore grouped with the nearest im- 
portant district office for supervision. 
The larger office maintain and extends 
contact with the general co-ordinating 
office. 

Economy of operation is thus pro- 
vided through the limitation of the 
number of higher salaried officers, who 
can distribute their services where they 
are most needed. But another and 
equally important result is the enlist- 
ing of every officer in the district offices 
in the search for trust business. Per- 
sonal contact in the daily banking 
routine naturally provides “leads” 
which the co-ordinating office can help 
to follow up or close. While the con- 
centration of personal trust business at 
a central well equipped office might be 
more profitable for the company, if this 
were possible, it would lose most of the 
value of these local contacts and the 
personal confidences on which every 
business is largely founded. Its effee- 
tiveness is multiplied manyfold by this 
local interest and gradually as business 
develops, the local staff acquires ex- 
perience which reduces the need for 
central help and supervision. A few 
estates, trusts and safekeeping accounts 
with their fees and incidental deposits 
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whet the appetite of the district organ- 
ization and provide a wholesome incen- 
tive for the development of trust bus- 
iness. 

Loeal administration of trusts should 
be confined to personal trusts, that is 
to estates, trusteeships, guardianships, 
ete, and safekeeping accounts, which 
are generally allocated to the trust 
department. Corporate mortgages, 
trusteeships, transfers and registrations 
of stock and similar corporate agencies 
require a special knowledge and equip- 
ment which can best be kept together 
at one office. Besides this class of 
business would naturally be attracted 
to the office nearest to the financial 
center of the city. 

For the proper development of trust 
business, a determined policy of public 
information and solicitation is required, 
and this should not be left entirely to 
the initiative of the district office man- 
agers, but should be directed and pushed 
by the co-ordinating office. In the ad- 
ministration of trusts, there should be 
a regular review of investments. This 
requires a technical staff, which the 
co-ordinating office can also supply for 
all the districts with greater economy 
and satisfaction than if each district 
office supplied its own. 

It is essential that complete reports 
be furnished by the district offices of 
business obtained or in prospect and a 
proper system of recording and check- 
ing these reports must be maintained by 
the co-ordinating office. 


DENVER SCHOOL SAVINGS 
PLAN PROVED SUCCESS 


A total of 3,418 accounts with $22,- 
571.70 on deposit on July 1, 1924 is 
the record made by the Denver school 
children in a little over a year’s opera- 
tion of the school savings plan conducted 
jointly by the Denver Clearing House 
and the Denver Board of Education ac- 
cording to H. E. Gail, assistant cashier, 
United States National Bank, Denver. 

The Denver school savings plan was 
instituted in March, 1923, under a joint 
plan whereby the Clearing House banks 
accepted the deposits of the school 
children after they have accumulated 
$1.00 or more in school savings stamps. 
School savings stamp machines are in- 
stalled in the school and from these the 
children purchase stamps in various 
denominations which are acceptable at 
the banks as money. After the children 
have opened an account at the bank 
they conduct it exactly as grown-ups 
transact banking business. 

Thirty Denver schools now have the 
stamp machines installed and this num- 
ber is being gradually extended as the 
system bocomes well established. The 
teachers co-operate in encouraging the 
children to save and talks on thrift are 
frequently made by Denver business 
men and bankers. 
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What Else 


qas this “Poor Richard” fo do? 


N England there lived in the 16th 

Century one Richard Bellasis, very 
evidently a man whose estate was con- 
siderable for that day. When he died, 
he bequeathed: 


£64 to his sister, saying that the money 
was “within a litelle pourse of silke 
rybben, within a littell lether bagg 
which is putt within a white lether 
shoue (shoe) and lieth in the west eynd 
of the heighest floore (shelf) of the 
presser (cupboard) in the stodye, 
where the glasses stand.” 


What else was poor Richard to do? There 
was a complete absence of investments 
in those days, and therefore the greatest 
dificulty in making provision for a 


family. 


Today there are plenty of ways of 
investing money. But with the increase 
in opportunities for investments, traps 
for catching uncautious dollars have also 
multiplied. ‘ 

We do not have securities or other in- 
vestments for sale at the Seaboard, but 
we do have unusual facilities for gather- 
ing information about them. This infor- 
mation—free from self interest—our de- 
positors can have for the asking: Our 
friends who appreciate the amount of 
service involved in this work will under- 
stand why this offer is extended only to 
Seaboard depositors. Such services make 
your money safer by far, and certainly 
much more convenient than was that of 
our friend Richard in the “‘littell lether 
bagg in the white lether shoue.” 


THE SEABOARD NATIONAL BANK 


OF THE CITY OF NEW YORK 


Mercantile Branch * 
BROADWAY 
Bs = | BROAD and BEAVER STREETS 
at Cedar Street * 


~ * 
Main Office | 


Uptown Branch 
20 EAST 45th STREET 
near Madison Avenue 





The Denver banks do not expect to 
make a profit from the school savings 
deposits, in fact they expect for a num- 
ber of years that it will constitute an 
éxpense. However, they feel that the 
system provides valuable education and 
training for the children and the cost 
will be eventually returned through more 
thrifty ecitzenshp. 


Plans are being drawn for a new 
bank building for the Silver Springs 
National Bank, Silver Springs, Mary- 
land. The structure will be two stories, 
40 x 80 feet, of brick and stone, and 
will cost $40,000. 


The Farmers and Merchants National 
Bank, Crookston, Minnesota, plans to 
construct a bank building. 





Plans were drawn for a new two 
story bank building for the Olivia State 
Bank, Olivia, Minnesota. 


Contract was awarded for the erection 
of a new building for the First Trust 
and Savings Bank, Canton, Ohio. The 
building will be 50 x 100 feet. 

The bank building of the Madisonville 
Deposit Bank, Cincinnati, Ohio, will be 
remodeled to cost $20,000. 
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CORN EXCHANGE 
NATIONAL BANK 


OF CHICAGO 
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Capital and Surplus $15,000,000 
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OFFICERS 

ERNEST A. HAMILL,........... President 
CHARLES L. HUTCHINSON,.......... 

6554005000066 sc0ewececousses Vice-President 
J. EDWARD MAASS,........ Vice-President 
NORMAN J. FORD,......... Vice-President 
JAMES G. WAKEFIELD.,.... Vice-President 
EDWARD F. SCHOENECEK, ....... Cashier 
LEWIS E. GARY,......... Assistant Cashier 
JAMES A. WALKER.,..... Assistant Cashier 
C. RAY PHILLIPS, ....... Assistant Cashier 
FRANK F. SPIEGLER,... Assistant Cashier 
WILLIAM E. WALKER... Assistant Cashier 


DIRECTORS 

WATSON F. BLAIR 
CHAUNCEY B. BORLAND, 

Managing Borland Properties 
EDWARD B. BUTLER, 

Chairman Board of Directors Butler Bros. 
BENJAMIN CARPENTER, 

President Geo. B. Carpenter & Co. 
HENRY P. CROWELL, 

Chairman of Board Quaker Oats Co. 
ERNEST A. HAMILL, 

President 
CHARLES L. HUTCHINSON, 

Vice-President 
JOHN J. MITCHELL, 

President of Illinois Merchants Trust Co. 
MARTIN A. RYERSON 
J. HARRY SELZ, 

President Selz, Schwab & Company 
ROBERT J. THORNE 
CHARLES H. WACKER, 

President Chicago Heights Land Assn. 
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PATENTS 


Business from non-resident attorneys 
and banks especially solicited. - Highest 
references; best services. Attorneys and 
bankers having clients who wish to patent 
inventions are invited to write for full 
particulars and terms. 

WATSON E. COLEMAN, Patent Lawyer 

644 G Street, N. W., WASHINGTON, D. C. 


Read the Want Ads 


CONCISE BOOK ON LAW OF 
FINANCIAL STATEMENT 


As long as the financial statement of 
borrower’s condition retains its present 
importance as the chief working ins- 
trument of the credit man, the legal 
rules and regulations surrounding the 
financial statement are of great signi- 
ficance. Yet, until recently there was 
no compilation of the law on this im- 
portant matter to which the credit man 
could conveniently refer for accurate 








information. 


“False Financial Statements: Re- 
medies of Defrauded Creditors” by 
Arthur E. Fixel of the Detroit Bar 
(published by Mathew Bender & Co., 
Albany, N. Y.) fills a distinet need to 
credit men. It tells concisely just what 
constitutes a satisfactory financial state- 
ment, and brings out clearly the legal 
consequences of issuing a false finan- 
cial statement. Several forms for 
financial statements are reproduced, 
among which are those recommended by 
the American Bankers Association, the 
National Association of Credit Men, 
and the Guaranty Trust Company of 
New York, and each of the forms is 
analyzed from the viewpoint of con- 
venience and protection to the creditor. 
A copious appendix is furnished, giving 
the state statutes on the giving of false 
financial statements. The credit de- 
partment of every bank should have a 
copy of this book. 


TRACING DEVELOPMENT 
OF PAR COLLECTIONS 


(Continued from page 25) 
they profit by the exchange charge they 
exact for paying their own checks 
through the mails. The Federal Reserve 
banks gain no advantage from it direetly, 

The check collection operation, al- 
though much less expensive to the Fed- 
eral Reserve banks than to commercial 
banks is nevertheless an item of expense 
for which the reserve banks gain no 
offsetting benefit. The Federal Reserve 
System still adheres to the principle 
of universal par payment of cheeks 
and continues to advocate and encourage 
it in every possible way. Court action, 
legislation and the determined opposi- 
tion of a small group of non-member 
banks have restricted its efforts and the 
accomplishment’ of the object contem- 
plated by the Federal Reserve Act 
cannot be attained unless the business 
interests, the general public and the 
banks of the country which benefit by 
it and whose interests it was designed 
to serve will unite with the Federal 
Reserve banks in bringing it about. 

During the past 20 or 25 years there 
has been a notable development in the 
use of bank checks as a medium of ex- 
change throughout the United States. 
During the past ten years, because of 
the direct and expeditious collection 
methods of the Federal Reserve System 
and the almost universal elimination of 
exchange charges, bank checks have cir- 
culated with a degree of freedom which 
had hitherto been almost impossible. 
In no other country has the develop- 
ment been as rapid or as far reaching 
in effect. 

Banking and business practice had 
developed customs with respect to the 
collection of checks, which while they 
did not perhaps have the sanction of the 
courts had come to be relied upon to a 
very large extent as standard. The 
Malloy case (Federal Reserve Bank of 
Richmond vs. Malloy U. S. 44 Sup. 
Ct. 296) decided by the Supreme Court 
of the United States in February of this 
year practically destroyed all de 
pendence upon these customs and com- 
pelled the banks to go back to the 
common law for protection. The de 
cision in the Malloy case was predicated 
upon the right of the depositor of 4 
check to require that payment of the 
check should be accepted by the bank 
collecting it in cash only and the Fed- 
eral Reserve Bank of Richmond was 
held liable because it accepted payment 
for a check, issued to the order of the 
plaintiffs, in the form of a bank draft 
instead of cash. The Supreme Court 
having established the right of the 
owner of a check to receive payment in 
eash only, a heavy responsibility is 
thrown not only upon the Federal Re 
serve banks, but upon all member and 
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non-member banks as well. Under the 
doctrine in the Malloy ease no bank 
has a right to authorize the acceptance 
of payment in any form other than 
eash except at its own peril, unless spe- 
cifieally authorized to do so by the de- 
positor. The Federal Reserve banks 
are placed in a particularly dangerous 
position since they are the largest single 
collecting agency of bank checks. The 
Federal Reserve Board and the Federal 
Reserve banks realized the danger both 
to them and to their member banks as 
well as to non-member banks as a 
result of the decision in this case and 
considered it urgently necessary to 
revise the rules and regulations govern- 
ing their check collection operations. 

Regulation J of the Federal Reserve 
Board has recently been revised to 
relieve the Federal Reserve banks of 
the additional burden placed upon them 
by. the decision in the Malloy case. To 
meet one of the points raised in the 
Malloy case, regulation J provides that 
a Federal Reserve bank will act only 
as the agent of the bank from which it 
receives checks and may present such 
checks for payment or send such 
checks for collection to the bank on 
which they are drawn and shall not be 
held liable for any loss resulting from 
the acceptance of bank drafts in lieu 
of eash. The Federal Reserve banks 
may also forward checks to another 
agent with similar authority and assume 
no liability for the failure of the drawee 
bank or any agent to remit for such 
checks nor for the non-payment of any 
bank draft accepted in payment or 
received as a remittance from the drawee 
bank or any agent. Furthermore, the 
right is reserved to charge the amount 
of any check for which payment in 
finally collected funds is not received, 
back to the forwarding bank regardless 
of whether or not the check itself can 
be returned. 


It is the general opinion that these 
provisions relieve the Federal Reserve 
banks of any liability except for 
negligence in the handling of cheeks 
according to what has been considered 
the general custom, despite the decision 
in the Malloy case. These provisions do 
not, however, protect the banks and 
trust companies of the country against 
the possibility of loss under the rule 
definitely established in the Malloy ease, 
as under the provisions of regulation J 
now in effect, each member and non- 
member clearing bank which sends 
cheeks to any Federal Reserve bank 
for deposit or collection authorizes the 
Federal Reserve bank to handle such 
checks according to the terms and condi- 
tions of the regulation, warrants its 
own power to give the Federal Reserve 
banks such authority and agrees to in- 
demnify any Federal Reserve banks for 
any loss resulting from the failure of 
the sending bank to have such authority. 


_bank or 


OLD. FRIENDS 
ARE BEST 


HEN you think of 
Buffalo think of the 


“Old Marine” 


which has 


served its correspondents 
faithfully and with diligence 
for seventy-four years. 


The MARINE 
TRUST COMPANY 


OF BUFFALO 


Capital and Surplus $20,000,000.00 


It is, therefore, of the utmost import- 
ance that the member and non-member 
clearing banks shall have such an ar- 
rangement with their depositors that 
there can be no possibility of claim 
being made against them by the depos- 
itors in the event the Federal Reserve 
any other collecting bank 
accepts bank drafts in lieu of cash in 
payment for checks. The practical 
result of the present situation is, there- 
fore, that each banking institution 
should accept cheeks for collection from 
its depositors only under conditions 
which permit the depository bank or 
any collecting agent employed by it to 
accept bank drafts in lieu of cash in 
payment therefor. If this arrangement 
is uniformly made, the practical dif- 





ficulties created by the decision in the 
Malloy case will be entirely eliminated. 
Any bank which accepts depositors 
cheeks without such arrangement is in 
constant peril of seriosu liability to its 
depositors. 

The protection against this liability 
must be by contract with the depositors. 
The form of contract is more or less 
immaterial so long as it ineludes the 
essential points covered by regulation 
J. The contract should, however, 
authorize the bank to forward checks 
for collection either direct to the drawee 
bank or through another agent and give 
it the right to accept payment in cash 
or bank draft either directly or through 
an agent. It should also reserve to the 
bank the right to charge back to the eus- 
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The American Dairy Cow 


From September 28th to October 4th, America will 
worship at the shrine of that queen of domestic animals 


—-the cow. 


The World’s Congress of Dairymen 


will convene in Milwaukee between those dates. 


Wisconsin, with 2,763,000 dairy cows, leads the nation. 


Called ‘‘The 


Cream Pitcher’’ of the United States, Wisconsin surpasses all states in the 
combined value of its butter, cheese and condensed milk products. Its 
supremacy in the manufacture of cheese has long been established, 82% 
of all cheese produced in the United States being made in the Badger State. 


Help your community to profit by Wisconsin’s experience in the develop- 


ment of the dairy industry. 
Friday, October 3rd, 
Convention in Chicago. 


Bankers should attend this congress on 
the day following the close of the 


A. B.A. 


FIRST WISCONSIN 


NATIONAL BANK 
Milwaukee 


Capital and Surplus 
Ten Million Dollars 





tomer the amount of any checks for 
which payment in actually and finally 
collected funds is not received, regard- 
less of whether or not the checks them- 
selves can be returned. The National 
Bank Division of the American Bankers’ 
Association in a bulletin dated June 16, 
1924, recommended a form of contract 
approved by their assistant general 
counsel which appears to cover all of 
these points. Various clearing house as- 
sociations and many banks individually 
have adopted other forms of contract 
which in most respects are similar but 
vary only in the language used. What- 
ever form of contract is preferred 
should, of course, be printed upon the 
deposit slips, credit advices and pass 
books of the bank in order that there 





may be no question that the depositor 
is bound by the terms of the contract. 

Efforts of the Federal Reserve banks 
to establish universal par payment have 
met with strong resistance by a limited 
number of banks and bankers. To my 
mind this resistance has to a consider- 
able extent been predicated upon the 
theory that the Federal Reserve banks 
are attempting to compel the commer- 
cial banks to surrender a right to 
reasonable compensation for a service 
actually performed. The fact is that 
the Federal Reserve banks have merely 
been attempting to put into universal 
effect an expeditious and economical 
method of collection of checks and to 
relieve the commerce of the country 
from the burden of a charge which 


es 


while it may been justified in its origiy 
has no justification whatever under 
modern banking practice. The ineop. 
sistency of the opponents of par pay- 
ment is perhaps best shown by the faet 
that they do not deny their obligation 
to pay at par at the counter all checks 
drawn upon their banks, but insist that 
they are entitled to compensation for 
the payment of these checks when they 
are presented through collecting banks 
and may be paid in the much less ex- 
pensive and less burdensome method of 
remittance by draft through the mail, 


STEPPING ON THE GAS TO 
PRODUCE 8806 ACCOUNTS 


(Continued from page 25) 
when they had brought to the bank one 
or more pieces of new business. This, 
as you ean imagine, brought forth a 
great deal of comment and resulted in 
a large number of “resignations.” 

Our total this year in number of ae- 
counts was not as large as last year, 
but our total in dollars was greater than 
ever before. This, we believe, is ex- 
plained by the fact that this was the 
first time we did not give the employes 
individual quotas for number of ae- 
counts but placed all the emphasis on 
the quotas of the individual offices. This 
resulted in a better class of accounts 
and larger average amounts per account. 
The total figures for our campaign, 
which ran from December 8th to Janu- 
ary 7th, were as follows: Quota $1, 
500,000; total amount seeured $3,854,- 
247.06; 8806 new accounts. 

It has been our custom to wind up 
these annual campaigns with a banquet 
tendered the employes by the bank at 
which times thank-you’s were said and 
prizes awarded. This year, however, this 
was dispensed with because of our in- 
ability to seat all of our organization at 
one time and instead we bought out Keiths 
Palace Theatre for the night of Janu- 
ary 29th. This theatre seats 3400 and 
enabled us to give each employe two 
tickets and to have enough left to dis- 
tribute to our directors and advisory 
committee. Following a short vaudeville 
program and a brief talk by our presi- 
dent, the stage was cleared and the bal- 
ance of the evening devoted to dancing. 

It is necessary to make an investment 
of time and money in developing the 
spirit of competition if your effort is 
to be successful. The Cleveland Trust 
Company operates under a continuous 
plan of awards by which its employes 
are paid for each item of new business 
actually secured by them. This plan 
holds good during the Booster Cam- 
paign and in addition we always offer 
$2000 to $3000 in special prizes. 

I really believe, however, that we 
could discontinue all awards and prizes 
and get results because of the spirit 
which we have succeeded in injecting 
into our entire organization. Our people 
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enjoy competition with each other and 
I know would tackle a job for the fun 
they were going to get out of it and 
for the good they were going to do 
their bank. If a bank ean succeed in 
getting the proper spirit into its or- 
ganization I really believe that the 
prizes offered are the smallest part of 
the contest. 

We have in our commercial and sav- 
ings development department five men 
who spend all of their time on the street 
soliciting new business. During the 
month of April we offered a new straw 
hat to the solicitor in the department 
who would make the best sales record. 
A point system was worked out because 
their activity covers the solicitation of 
commercial and savings accounts, ad- 
ditional business, payroll savings, school 
savings, and service calls on present cus- 
tomers. This little contest proved to 
be successful and the increased business 
which these men turned in would have 
more than paid for several dozen hats. 

The bank which is trying for the first 
time to put on an employes contest 
must first set its house in order by mak- 
ing certain that the proper spirit exists 
in its organization and that its “sales- 
men” who are going out to interest out- 
siders in the services of their bank are 
fully sold on their organization and 
know how to solicit their prospects with 
the proper degree of interest and en- 
thusiasm. 





Extensive improvements are being 
made to the Sumner County Bank and 
Trust Company of Gallatin, Tennessee. 
The lower floor was enlarged by the 
purchase of the adjoining business 
house and a new vault installed. A rest 
room for ladies and rooms for directors’ 
meetings will be added. 





The Peoples State Bank of Cherry- 
dale, Virginia, is occupying its new home 
which cost $30,000. 





Construction commenced on the new 
ten story bank and office building for 
the Central Union Trust Company, 
Wheeling, West Virginia. It will cost 
over $500,000. The bank will oceupy 
the first floor while the upper floors will 
contain 135 office rooms. 





Work will soon be started on the new 
building for the Federal Reserve Bank 
of Denver, Colorado, to be erected at 
Seventeenth and Arapahoe Streets. 

The new home of the Easley Loan 
and Trust Company. LEasley, South 
Carolina, is nearing completion and will 
soon be ready for use. The building is 
constructed of red brick with white 
granite facings. 





The Bank of Worth, Worth, Missouri, 
recently reopened after having been 
closed several months. The bank was 
completely reorganized. 


In 





substantial 
affairs 
Bankers. 


‘ to your bank. 


Detroit 


This bank is proud of its 
Bank connections. 


The Peoples State Bank has 
always stood for all that is 





in financial 
and 


We are equipped to handle 
every type of business—and 
our clients receive the per- 
sonal service of our officers. 


We will be glad to tell you 
more about what Peoples 
State Bank service will mean 


service to 





THE PEOPLES STATE BANK 
~ 





A recently published booklet  en- 
titled “General Electric Company” gives 
the reader a trip through the vast works 
and laboratories of the best equipped 
manufacturer of electrical apparatus in 
the world. Numerous pictures portray 
vividly the immense seope and reach 
ot the company’s big plants at Sche- 
nectady, New York; Lynn and Pitts- 


field, Massachusetts; Erie and Phila- 
delphia, Pennsylvania; Fort Wayne, 
Indiana; Bridgeport, Connecticut; 


Harrison, Watessing, and Newark, 
and Cleveland, Ohio. 

General Electric securities are one of 
the prime investments for banks in the 
field of industrial bonds, and this book- 
let will be of interest to bankers who 
wish a view of the physical aspect of 
General Electrie production. 


New Jersey; 
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The Columbia Avenue Trust Company, 
Philadelphia, Pennsylvania, awarded 
contraet for an addition and alterations 
to its bank building to cost $75,000. 


Alterations to the five story bank and 
office building of the Berkshire County 
Savings Bank, Pittsfield, Massachusetts, 
will be made. 


Plans are being drawn for a two story 
bank building to cost $75,000 for the 
North End Trust Company, Newark, 
New Jersey. 


Contract was awarded for the eree- 
tion of the new First National Bank 
building, East Palestine, Ohio. It will 
be a one story structure, 30 x 102 feet, 
to eost $65,000. 
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“Republic” 


Progress 


is the result of “Republic” super-service. It 
is a service that has not been developed by 
accident—for it has been built out of 33 years 


of every-day experience. 


It is based on hard 


and fast principles—prominent among which 


is co-operation. 


May we not explain in detail? 


Deposits May 5, 1922 
$25,884,950.30 
Deposits Sept. 15, 1922 
$27,425,995.48 
Deposits April 3, 1923 
$33,216,379.76 
Deposits Sept. 14, 1923 
$35,166,412.73 
Deposits Mar. 31, 1924 
$37,241,406.49 


Deposits June 30, 1924 


$41,851,709.60 


The National Bank of the 
REPUBLIC 


OF CHICAGO :* 


“THE BANKERS’ SERVICE STATION”’ 


JOHN A. LYNCH, Chairman of the Board 
GEORGE WOODRUFF, President 


WHEN IS A COMMERCIAL 
DEPOSIT UNPROFITABLE? 


(Continued from page 19) 
margin of profit is so great that it may 
not be vitally necessary to watch the 
costs. However, as the margin of profit 
on deposit accounts is small, it is of 
vital importance to bankers to deter- 
mine what their deposit accounts cost 
them. 

In the minds of many people cost 
accounting is associated with large 
groups of experts who charge high fees 
for their services. But it is surprising 
that in the Guaranty Trust Company 
of New York it takes comparatively 
little time to determine the cost of de- 
posit accounts; in fact, in the aggre- 
gate, it takes less than one man’s time 
in a year. We make no attempt to 
arrive at a monthly cost of deposits as 
we find it necessary to figure our 
costs only once or twice a year. 

Method of Finding Cost: 

The three elements determining the 
value of an account are: 

(a) Interest earned on 
loaned out. 

(b) Interest allowed on depositor’s 
account. j 

(ec) The cost of operation including 
the activity of an account. 


the money 





In arriving at a cost determination 
we have split our cost of operation into 
three sections: 

(1) Cost of keeping an account, ex- 
clusive of activity. 

(2) Cost of activity in an account. 

(3) Overhead cost. 

Let us assume that we are dealing 
with an aceount with a $10,000 average 
available balance after ddducting all 
holdouts. In New York we are re- 
quired to set up a reserve of 13 per 
cent, which immediately reduces this 
balance to $8,700 of loanable funds. 
The gross earnings on this net amount 
are then established at the money rate 
that should be used at the time the 
analysis is made. From the amount of 
interest received is deducted the amount 
of interest paid on the deposit account 
to establish the net interest earnings 
from which figure is deducted the cost 
of maintaining’ the amount without 
activity, the cost of activity, and the 
overhead. The resulting figure thus 
produces the net profit or loss on the 
account. 


We have split our elements of cost 
purposely as we are interested in the 
three features of cost. To arrive at the 
first element, namely, the cost of main- 
taining an account without activity, we 
have included the expense of a theo- 


retical force that would be required to 
handle our accounts without reference 
to their activity on the theory that we 
would have to have accounts opened and 
closed, interest calculated and _ state. 
ments rendered. We have from ex. 
perience determined that we can operate 
these accounts without activity with one 
junior officer, one receiving teller, one 
paying teller, one collection man, one 
transit man and four bookkeepers. 
Having arrived at this total clerical 
cost plus direct expenses, we divide the 
number of accounts in the bank into 
this figure to arrive at the cost per an 
account. 

The next element of cost, and prob- 
ably the most important, is the cost of 
the activity in an account. We ae- 
cumulate on our average balance ecards 
the number of debits posted to the de- 
posit ledgers, each of which we all 
an item, and we also accumulate the 
number of checks handled by the transit 
department, each of which we call an 
item, and the number of credit postings 
on the books, ete., each of which we 
treat as an item. This. total activity is 
then divided into the total expense of 
the bookkeeping, transit, collection and 
any other departments affected by such 
activity, and the resulting figures gives 
us the cost per item. 


The third element in the cost, and 
the most difficult one, is the matter 
of overhead. In the Guaranty Trust 
Company of New York our problem is 
much more complicated than in the 
average bank because we have so many 
departments. Our assets are so mixed 
that it is difficult to trace whether they 


resulted from deposits coming in 
through our trust department, our 
foreign department, or through our 


Main Office accounts. However, we 


have hit on a theory, which in our 
ease has worked out well. We ae- 
cumulate all of our assets and add to 
them all of our liabilities. We then 
determine the percentage that the de 
posits bear to this gross figure, and 
pro-rate the indirect expenses of the 
bank to deposit accounts on this per- 
centage. However, I feel that this 
method is somewhat complicated and 
would not apply to strictly commer- 
cial banks. It is recommended that in 
a strictly commercial bank, all costs of 
operations, other than those designated 
in the first and second elements of cost, 
shall be included in the overhead charge, 
and on this basis all that would be re- 
quired would be to total such indirect 
expenses and divide them by the aggre- 
gate deposits to arrive at the percent- 
age of overhead to be distributed to 
such deposits. 


It will clarify these points to visualize 
a sheet of- paper on which there are 
five columns. The first column would 
be titled “Cost of an Account.” The 
second column would be titled “Cost of 
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Activity,” the third column “General 


Banking Overhead,” the fourth “All 
Other Expenses,” and the fifth, “Total 
Expenses.” In visualizing the expense 
statement, it is easy to take the various 
items of expenses and distribute them 
into these five columns. 

Let us say the first item of expense 
js advertising. The purpose of adver- 
tising is known, ie. if it was for 
general banking, for the fiduciary de- 
partment, for foreign department, ete. 
If for general banking, these items of 
expense would be distributed into 
“General Banking Overhead” column. 
If part of it was for the trust depart- 
ment, the Trust part of the advertis- 
ing expense would be distributed into 
the “All Other Expense” column. 
Again in bookkeeping department ex- 
pense distribute into the “Cost of an 
Aecount” column the cost of maintain- 
ing the nucleus force and into the “Cost 
of Activity” column, the cost of operat- 
ing the department necessary to main- 
tain your deposit ledgers. Loan de- 
partment expenses would be charged 
directly to the “General Banking Over- 
head” column, as would also the ex- 
pense of maintaining the credit depart- 
ment. Transit department expense 
would be distributed into “Cost of an 
Account” column for the nucleus force 
and “Cost of Activity” column for the 
remaining operating cost. Customers’ 
check books would go into your “Cost of 
Activity” column and rent for the space 
occupied by let us say, the deposit 
ledger bookkeepers, would go into the 
“Cost of an Account” column for the 
nucleus force and “Cost of Activity” 
column for the’ remaining 
foree. 


Having arrived at the total in each 
column, it is simply a matter of 
division to arrive at the unit cost of each 
element. In the first column, the “Cost 
of an Account” column, the total ex- 
pense would be divided into the total 
number of an account to produce the 
cost of an account without activity. The 
second column, “Cost of Activity” total 
expense would be divided into the total 
number of items per annum handled by 
this operating force to arrive at the 
cost per item, and the total expenses in 
the third column “General Banking 
Overhead” would be divided into 
average deposits to arrive at the per- 
eentage that each dollar of deposits 
should bear of the overhead expense. 


In the Guaranty Trust Company of 
New York, after having arrived at the 
cost, each period we prepare for the 
new account man tables showing the 
percentage of profit that we make at 


operating 


each deposit rate paid at various 
market rates for loanable funds. These 
charts show various balances and 


various stages of activity. 
With these charts in their possession, 
our men who open new accounts are in 


Where KNOWLEDCE is Bliss 
and IGNORANCE is Folly 


Ignorance may be bliss and it may be folly to be 
wise—in poetry—but not in business; for Ignor- 
ance is the greatest of all business evils; because it 


is blind business in action. 


Successful business Knows, from costly experience, 
that Ignorance is anything but bliss. And that 
the only connection folly has with wisdom is when 
business has been foolish enough not to be wiser 


sooner. 


Nine out of ten infirmities and failures in business 
are directly traceable to barren Ignorance—ignor- 
ance of trade conditions, of costs, of markets, of 
simple organization, system, management, control. 
And, above all, blind ignorance of the presence of 
a new order of things in business today—the order 
of exact knowledge based on dependable facts 


and figures. 


Ignorance is the bandage to the eyes, the chain to 
the feet, of Progress. Knowledge is the wings lift- 
ing business to Power and Profit. 


A business that Knows itself does not fail. A busi- 
ness that guesses and gambles never fails to fail. 


A lot of “‘pretty little words” perhaps, these para- 
phrased epigrams of great philosophers. Ignorance 
will claim they do not apply to business. - 


Knowledge knows they do. 


ERNST & ERNST 


AUDITS — 
TAX SERVICE 


NEW YORK 
BUFFALO 
ROCHESTER 
BOSTON 
PROVIDENCE 
PHILADELPHIA 
BALTIMORE 
RICHMOND 


CLEVELAND 
CINCINNATI 
TOLEDO 
COLUMBUS 
YOUNGSTOWN 
AKRON ERIE 
CANTON 
DAYTON 
LOUISVILLE 





DETROIT 
GRAND RAPIDS 
KALAMAZOO 
PITTSBURGH 
WHEELING 


CHICAGO 
MILWAUKEE 
MEMPHIS 





SYSTEMS 


MINNEAPOLIS 
ST. PAUL 
DAVENPORT 
INDIANAPOLIS 
sT. Louis 
KANSAS CITY 
OMAHA 

DENVER 

SAN FRANCISCO 


LOS ANGELES 
ATLANTA 
NEW ORLEANS 
DALLAS 
HOUSTON 
FORT WORTH 
SAN ANTONID 
waco ~ 


TAX OFFICE: 910 ro 918 MUNSEY BLDG., WASHINGTON, D. c. 


a position to judge whether or not 
prospective accounts will be profitable, 
and it gives our people a chance to show 
a eustomer on what basis we can do 
business with him at a fair profit to us. 

Also our eost figures are used to 


_review accounts already on our books, 


and when we find that. accounts do not 
pay, either due to a large volume of 
items flowing through ‘the account, or 
beeause we pay too high an _ interest 
rate, or beeause of both, we can 
approach our depositors with the facts, 
and thus turn unprofitable accounts 
into profitable ones. 

Banks usually overstress the value of 
paying high interest rates to depositors. 
Generally speaking, checking account 





depositors are not as much concerned 
with an inerease or decrease of % of 
1 per cent of their deposit rate as are 
the banks. The individual depositor 
carries a checking account from neces- 
sity, and the rate of interest allowed on 
his deposit account usually means very 
little income to him, whereas to the 
banks a reduction of 1% of 1 per cent 
in the interest rate means a saving of 
$5,000 per annum for every million 
dollars of deposits carried. 


A one story bank building of brick 
with limestone trimmings will be con- 
structed for the Elmer Trust Company, 
Elmer, New Jersey. 
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ARE YOU OVERLOOKING THIS 
INEXPENSIVE MEDIUM? 
(Continued from page 15) 
sense that the recipes enclosed with the 

package of dessert is advertising. 

There follow a few pieces of advertis- 
ing copy which have appeared on the 
back of our statements from month to 
month with much evidenced satisfac- 
tion to the bank: 


ANY TROUBLES? 


If you are unable to reconcile your 
check book stub balance with the balance 
shown on your bank statement, please re- 
member that we offer our assistance in 
clearing up any difficulties which may ap- 
parently exist, in order that you may begin 
anew with proper balance. . 

We invite you to avail yourself of this 
service when in need of it. Just ask for 
Mr. Lovell at Window No. 11. 


YOUR STATEMENTS 


If we are holding an accumulation of 
old cancelled checks that should be in your 
possession, and kept by you as receipts of 
future reference, please call at the State- 
ment Window, Number 11, and _ receive 
them. 

No doubt you will have need for these 
checks and a statement in reconciling your 
balance with the bank. If your account 
is large and you draw many checks in the 
course of a month, it would be most ad- 
visable to call for your statement and 
checks regularly each month in order to 
satisfy yourself that our records agree. 


“NOT OVER THE PHONE” 


balance on a Checking Ac- 
count is requested by telephone. If we 
gave your bank balance to any one who 
called up, you can easily see how simple 
it would be for Tom, Dick or Harry to 
find out how much money you have on de- 
posit at The First National Bank. 

We hold the business of our customers, 
however, in strict confidence. And when- 
ever a balance is requested by telephone, 
we are compelled to say, “Not over the 
‘phone’ to protect you, for we ordinarily 
have no way of telling definitely who is at 
the other end of the line. 

For your protection we give bank bal- 
ances in person only. And when you re- 
quest your balance in person, the sum to 
your credit is written on a slip of paper 
and handed you with the writing down, 
thus assuring absolute privacy in the con- 
duct of this phase of your banking busi- 
ness. 

We believe this procedure will have your 
hearty endorsement. 


Often the 


To prove this statement, proceed as follows: 

1. Check the amounts of each can- 
celled check with your check book stubs. 

2. If there are any stubs for which 
there are no _ corresponding cancelled 
checks, these checks are still outstanding. 
Add the total of outstanding checks, sub- 
tract this amount from the balance as shown 
by the bank statement and the result ob- 
tained should agree with your check book 
stub balance. 

3. If the balances do not appear to 
agree, verify all additions and subtractions 
on each stub. 

4. If the 
checks agree 


amounts of the cancelled 
with the amounts deducted 
on the stub record, if all deposit entries 
are found to be correct and calculations 
verified without disclosing the error, please 
report it to the bank for we are always 
glad to assist in reconciling balances. 


Example 


Bank balance (per statement) $584.00 
Less total outstanding checks— 
checks not yet returned 76.00 
$508.00 
Should equal the balance shown 
on your 
Check book stub record $508.00 
to be absolutely satisfied 
that our statement as rendered always 
checks perfectly. with your check book 
stub record. While we are not infallible, 
of course, we are exercising every care 
possible to eliminate error. We are anx- 
ious to serve you well. 


We want you 
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AN INVITATION 


If you haven't visited our Safe Deposit 
Department, we invite you to do so the 
next time you're in the bank. 

This department is located down stairs. 


Turn to your left on the way into the 
lobby. 

You will appreciate the fact that this 
modern Safe Deposit Department was in- 


stalled at heavy expense for your protec- 
tion. You will also appreciate the fact that 
this Department is not self-supporting. It 
represents added protection and added con- 
venience for you. 

A nominal charge of less than a cent a 
day has been placed on our popular sized 
boxes. The principal reason we want you 
to visit our Safe Deposit Department if 
you have not done so and to make use of 
the attractive, convenient facilities you will 
find there, is because we feel that if you 
aren't making use of our Safe Deposit De- 
partment, you aren't getting all the benefits 
you should be getting from your banking 
relationship with us. 

Doubtless you can make good use of a 
Safe Deposit Box. It is the cheapest in- 
surance you can buy. 


Even though no 
appears on the statement itself, the 
statement offers other opportunities 
for the bank advertiser. 

Statements are either called for or 
delivered. In either case it requires 


advertising copy 


little effort to enclose with the statement 


a small pamphlet on safe deposit boxes, 
savings accounts, travelers’ checks, in- 
vestments, or the services of all depart- 
ments. There is thus no delivery charge 
in distributing this advertising material 
and it reaches people who are doing 
some of their business with your bank 
and whose good will is established. The 
statement offers an opportunity to help 
develop more business from this source 
in a very inexpensive way. It is a 
secondary medium, but an economical 
one, which I believe should not be over- 
looked for certain purposes. 
World Flyers in Bank Window 

Many attractive window displays 
have been developed by banks during 
the past few weeks on the round-the- 
world flight of the American aviators. 
One of the most interesting of these 
was installed by the San Diego Savings 
Bank, San Diego, California, and _ it 
was still further timely in that it also 
featured the sale of travellers’ checks 
which is always most popular during 
the summer months. 

A 36 inch map showing the route of 
the flyers was placed in the window. 
The map showed the countries par- 
ticipating in the flight and various 
colored miniature airplanes were used 
to mark the daily positions of the flyers. 
A small bulletin’ board which was 
changed daily was also used. It carried 
the latest news on the flyers. 

On the floor of the window were 
travellers’ check literature and can- 
celled travellers’ checks. According to 
D. N. Millan, assistant cashier of the 
bank, the display secured the best results 
of any that the bank has used. 


The new home of the First National 
Bank of Braddock, Pennsylvania, was 
opened recently. The building is a four 
story structure. 


ANALYZING OPERATING 
POLICIES AND COSTS 


(Continued from page 12) 
able funds as indicated in ratio number 
2. The ratio of net earnings in relation 
to total available funds reflects 
efficiency of operation. 

The ratio of net earnings to capital 
funds (capital, surplus, and undivided 
profits) while a figure frequently used, 
reflects largely the capitalization of the 
bank rather than its operating efficiency, 

The payroll on the average absorbs 
from 16 to 23 per cent of gross earn- 
ings and tends to be heaviest in the 
largest and smallest banks. The pro- 
nortion of the gross earnings which js 
absorbed by the payroll has increased 
steadily in the past five years as bank 
wages have gradually been adjusted to 
higher wage levels prevailing since the 
war. 

The large banks tend to borrow the 
most money as their need for funds 
depends on the fluctuating needs of 
commerce and industry. The large and 
the small banks pay relatively the 
heaviest taxes. In the total expense 
account the most important factor is 
interest paid on deposits and as a result 
the middle sized banks, with their large 
time deposits, tend to have the largest 
total expenses in relation to their gross 
earnings. 

The relative amounts of time and 
demand deposits held by a bank are so 
obviously important factors in deter- 
nining the nature of a bank’s expenses 
and its operating characteristics that 
Figure II was prepared, in which the 
banks are grouped, not according to size, 
but according to percentage of time to 
gross deposits which they show. 

This figure indicates that practically 
every one of the operating ratios is 
largely affected by the amount of time 
deposits. Banks with large amounts of 
time deposits show small capitalization, 
a large use of available funds, a small 
payroll, large interest payments, 4 
moderately low ratio of net to gross 
earnings, but a high ratio of net earn- 
ings to eapital and surplus. Banks 
with large amounts of time deposits 
seem to be in general the banks with a 
limited local demand for funds, as 
shown by a low ratio of loans to loans 
and investments. 


also 


Work has begun on a new building 
for the bank of Canton, Canton, Ohio. 
The structure will stand on the site of 
the old building and will contain all 
the conveniences and appointments of 
a modern banking house. ‘The front 
will be of Georgia marble. 


A two or three story bank building 
will be erected for The State Bank, 
Coney Island Branch, New York, for 
which plans are now being drawn. 
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WHY THE CERTIFIED 
AUDIT IS FAVORED 


PROGRESSIVE banks are encouraging 

their commercial borrowers to submit 

their records‘to a certified public account- 
ant at regular intervals because a disinter- 
ested and dependable examination of this 
kind helps the borrower and fortifies the 
banker’s judgment in extending loans. 


The Robert Morris Associates, an 
organization comprising the leading bank 
credit men of the United States, advocates 
the complete certified audit. This associa- 
tion urges upon its members the desirability © 
of having their clients submit regularly a 
detailed audit accompanied by operational 
figures because usually this is the best way 
in which full and satisfactory information 
can be obtained from the borrower. 


Our extensive experience in the 
accounting field and our familiarity with all 
lines of American business enable us to offer 
constructive suggestions on how to deter- 
mine the exact accounting facts in business. 


EDWARD R. BURT & COMPANY 


CERTIFIED PUBLIC ACCOUNTANTS 


ESTABLISHED 1907 


“Real accounting service is more than 
a verification of footings and postings’’ 


OFFICES IN THE PRINCIPAL CITIES 
. NEW YORK CHICAGO 
NEWARK ST. LOUIS 
BOSTON KANSAS CITY 


PHILADELPHIA NEW ORLEANS 
PITTSBURGH BALTIMORE SAN FRANCISCO 
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HOW ABOUT ADMITTING 
THE BOX DEPUTY? 


Conservative safe deposit practice demands 
that in the renter’s absence he should have 
a deputy created in the recognized manner 


By EDWARD J. PHELPS 


President, Northern Trust Safe Deposit Company, Chicago 


HAT should be done by the safe de- 

posit manager in case the renter 
of a box sends someone with a written 
order to secure papers or other valuables 
from the box in case there is no proper 
written authority on the books of the 
safe deposit company? 

Case 1. Suppose the renter is out 
_ of town and sends his keys to the com- 
pany requesting that it forward to him 
the contents of his box. 

Conservative safe deposit practice 
demands that the keys be returned to 
him and that with them there be sent 
one of the deputy blanks of the com- 
pany creating a proper deputyship. 
The blank should be properly dated, 
filled out and signed by the renter, and 
the signature acknowledged by a Notary. 
If the renter is in a foreign country, 
the acknowledgment should be made by 
the American Consul in the city where 
the renter happens to be. With the 
blank should go a letter explaining to 
the renter that, in appointing his agent, 
he should select someone in no way con- 
nected with the company or with the 


Make Sure 
of Good 
Materials 
When You 


Build 


bank which may happen to control the 
company. The reason for this method 
of procedure is,plain. If the company 
undertakes to act as agent for the renter, 
the latter is in a position to say, when 
the contents of the box finally reach 
him, that something is missing, and the 
question will lie between the renter and 
the company and litigation may ensue. 
The company should not subject itself 
to such a risk. The service asked is 
entirely outside of the contract govern- 
ing the use of the box. 

Case 2. Suppose an individual comes 
to the company with a letter from the 
renter of the box asking that delivery 
be made of the contents of the box to 
the individual in question. 

Before making delivery it is the duty 
of the company to ascertain why the 
renter does not come himself. It will 
often be found that the renter is ill. 
In such an event, the company should 
obtain from the physician having the 
sick person in charge, a written state- 
ment that the person, although ill, is 
mentally sound. Moreover the company 


ANY important and unusual problems 

confront the banker in the construc- 

tion or remodeling of the bank building, in 

the investment of his funds in any bank 
building project. 

The cost of the service rendered by the 

Robert W. Hunt organization is only a 


small percentage of the value of the mate- 
rials and the value of the structure, and will save 
many delays and ensure the use of the best avail- 
able materials. 


May we serve you? 


ROBERT W. HUNT COMPANY 


General Offices 


ENGINEERS 
175 Jackson Boulevard 
CHICAGO, ILL. 


Offices in all principal cities 














should communicate with the renter by 
telephone or send a trusted employe to 
the renter and ascertain that the order 
represents the latter’s real wishes; and, 
after the transaction is over, a written 
ratification of everything that was done 
subsequently should be secured. The 
reasons for all this care will appear 
clear upon reflection. A man may sign 
something when he is delirious and does 
not know what he is doing; he may 
sign an order when he is inebriated or 
under the influence of some drug; or 
he may sign an order under duress. He 
may have died after the order was 


. signed. Many more strange things have 


happened in life than any one of the 
above. 

Case 3. A person may come with a 
written order specifying exactly what 
is to be removed;—an abstract—a 
hundred dollars in eurreney—a life in- 
surance policy—certain specified 
coupons. Cases of this kind do not re- 
quire the extreme care that is necessary 
in case No. 2. Probably the manager 
will not be taking any more than an 
ordinary business risk, if he goes with 
the presenter of the order and takes a 
receipt for the document which is re- 
moved, and a written statement to the 
effect that nothing was removed of any 
description except what was mentioned 
in the order. The person presenting the 
order should sign the written statement, 
and the manager should certify that the 
transaction was done in his presence. 
That the person presenting the order 
should be properly identified in cases 
Nos. 1, 2 and 3, goes without saying.— 
In eases two and three, cited above, an 
effort should always be made to secure 
as soon as possible, the proper authority 
upon the books of the company. 

The above are the recognized re- 
sponsibilities and duties of the com- 
pany, if it wishes to conform to the 
orthodox rules of good safe deposit 
practice. 

But no manager should follow hard 
and fast rules. The wise manager is the 
man who not only knows how to follow 
rules, but when he may safely break 
them. Use common sense. Some things 
ean be done for some people, which 
should not be done for others. Here 
are two illustrative cases: 

1. The wife of a University profes- 
sor wished access to her husband’s safe 
deposit box. She had no authority to 
open it. She wished to remove her 
jewels in order that she might wear 
them to a Charity Ball that evening. 
When the professor rented the box 
originally, he stated to the manager 
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Diebold Safe Deposit Boxes are built 
in standard sections of many sizes 


that he was going to give his wife access, 
but he never did. The manager called 
up one of the directors of the bank 
with which the safe deposit company 
was affiliated and explained the cir- 
cumstances. He knew when he did this 
that the director was a warm friend of 
the renter of the box. The director at 
onee said, “Go to the box with her and 
allow her to remove her jewels, taking 
her receipt, and I personally will 
guarantee the transaction.” Was not 
that a better course to follow than to 
make an enemy of the lady? A letter 
was immediately sent to the husband 
explaining what had been done, and 
upon his return to Chicago, he brought 
his wife down, thanked the manager for 
the way in which he had handled the 
ease, and gave his wife proper access to 
the box. All of which goes to illustrate 
the principle that we can do some things 
for some people, that we should not 
do for others. 


2. Two young people married, and 
they left two trunks containing all their 
wedding presents with the safe deposit 
company, and went on a wedding tour. 
About three months later, the father and 
mother of the young lady appeared, 
and the mother said, “My daughter and 
her husband will arrive in Chieago the 
day after tomorrow, and I want to get 
all their wedding presents out so that 
I can have their home in order for 
them.” But the two trunks had been 
deposited in the name of the husband 
and wife—there was no authority for 
the mother. The father said to the 
manager, “If you-will do this, I will 
guarantee the trasanaction.” He was 
one of the most prominent and most 
respected business men in Chicago. The 
manager replied, “I know that this is 
all right, and J am going to deliver these 
two trunks to your wife without any 
authority. My only reason for hesita- 
tion at all is the thought that you and 
your wife may think that we are eare- 
less here. Will you think that, if we 
break our rules?” They both said, “No, 
not under the circumstances. It is a 
ease in which you must exercise judg- 
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Increase Your Safe Deposit Business 


During the summer vacation season many valu- 
able articles and papers belonging to vacationists 
will be left behind. They should be protected in 
a Safe Deposit Vault. 


This is a splendid opportunity for increasing the 
safe deposit business of this class of people. 


DIEBOLD SAFE & LOCK CO. 


Factory & General Offices 


CANTON, OHIO 


ment and a man in your position is 
supposed to have judgment, otherwise 
he would not be in the position which 
he occupies.” The delivery was made 
and the course pursued was undoubtedly 
wise. This goes again to prove that 
we can do wisely some things for some 
people that it would be folly to do for 
others. 


Pass on each ease separately by itself 
in the light of the facts surrounding it. 


SAFEGUARDS REQUIRED 
AGAINST THE YEGG 


(Continued from page 24) 


enclosure either by hand tools, battering 
ram or explosives. Some vault rooms 
have walls of strongly reinforced con- 
erete with entrances guarded by heavy 
grilles and gates; the presumption being 
that the foreing of these would require 
an appreciable length of time during 
which the vault ean be closed and locked. 
This would seem a reasonable safeguard 
for all safe deposit plants. 


Wide acquaintance with conditions 
along these lines coupled with a knowl- 
edge of what could be accomplished by 
a hold-up gang, visualizes astounding 
conditions. Some time ago I visited a 
safe deposit vault in a large city. This 
vault was located in the basement of the 
bank and contained hundreds of boxes, 
mostly rented. It also held the bank’s 
eash and securities. 


It was a good vault and guarded by 
heavy grille and gate, but was in sole 
charge of a small. and frail young 
woman, who was glad to show her de- 
partment to me. Recognizing an ex- 
treme condition, I detained her in the 
vault for 15 or 20 minutes, during which 
time no one else appeared. Then I 
went to the president of the bank and 
called him names—hard names. He saw 
the light and the next time I visited 
that bank there was a husky guard at 
the gate and a half dozen young fellows 
doing clerical work within eall. 

The average grille and gate guarding 
the entrance to the vault enclosure is, 





outside of its impressive appearance, 
more or less of a joke, as-an analysis 
of construction would make plain. 
Sometimes these grilles do not run more 
than seven feet in height in which case 
of course they can be easily climbed 
over, and if they are tipped with a 
frieze of spikes, a curved tin shield 
dropped upon them draws their teeth. 
The common weak spot is the lock; in 
many cases this can easily be forced 
with an ordinary pocket jimmy. 

A danger seldom thought of and rarely 
provided against lies in the ease with 
which, by a little sleight of hand on 
the part of a hold-up confederate en- 
tering or leaving the entrance, an ob- 
struction may be slipped into the lock- 
keeper which for a time, will hold the 
gate in an unlocked position while the 
attendant is trying to find the cause of 
the trouble. This of course, puts the 
gate entirely out of commission. 

It seems impracticable to provide any- 
where near 100 per cent effective grille 
work, but much ean be done to correct 
the worst of existing conditions. 

Another weak spot in the defense 
line of the open vault is in the fact that 
visitors are always weleome and there 
are few plants where at least several 
strangers may not be admitted either 
together or singly, or get in when the 
guard is passing a customer or by 
forcing him to open the gate at the 
point of a gun. 

Many safe deposit companies carry 
repeating-rifle or shot-gun stands of 
half a dozen pieces, sometimes so 
publicly located (with the idea that they 
furnish good advertising) as to be quite 
as available to a hold-up gang as to 
the guards. 

That safe deposit vaults during busi- 
ness hours have not, to any extent, been 
attacked by hold-up methods is no 
reason why they may not be. Oppor- 
tunity is widespread and a little plan- 
ning by today’s banditry, who are rash 
beyond all reason, might easily cause 
embarrassment and real trouble to 
hundreds of companies. It is time for 
a better appreciation of these dangers 
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to and a better protection of the open 
vault. 


Until recently, for more than a 
generation the fundamental principles 
ot vault design remained unchanged. 
Great progress was made by increas- 
ing thicknesses and weights, and in re- 
fining construction details, but as no 
new destructive forces had made their 
appearance during that time, and as all 
then known methods of attack had been 
successfully met, safe and vault work at 
the end of that period was of practically 
the same general character as at the 
beginning. 

A few years ago, however, the inven- 
tion, perfection and wide industrial 
adoption of the oxy-acetvlene cutter- 
burner brought about a revolution in 
the industry. Constructions which, 
previous to that time, would have re- 
sisted attack for many hours, fell in 
value to an equal number of minutes. 


This menace was soon met by the in- 
vention and production of various kinds 
of metals and materials, singly and in 
combination, which sufficiently resisted 
the flame, and while in general, the time 
value of the new constructions was less 
per dollar of cost, the designer and 
manufacturer felt the problem had been 
solved. 


Matters remained so however, only a 
short time, for a further discovery was 
made by experimenters who were en- 
deavoring to extend the commercial field 
for the acetylene torch, and while this 
discovery has no value in any of the 
Arts or Sciences, it could, in the hands 
of the expert, be used successfully as a 
burglarious device. It consists in ecom- 
bining the torch flame with a so-called 
fluxing rod, and no material nor com- 
bination of materials has thus far been 
found immune to its action. 


The almost immediate influence of 
this discovery was reactionary and to 
the detriment not only of the vault 
manufacturing business, but even more 
so to the purchasers of new work, 
because of the mistaken belief that 
metals had been rendered valueless for 
purposes of protection, and that rein- 
forced concrete in excessive thicknesses 
must take their place. 

The industry paused for a but brief 
period while research was made for an 
answer to a question seemingly more 
difficult than that raised by the initial 
introduction of the torch. Not one, 
but many quite satisfactory answers 
have been made in the form of combina- 
tions of metals or metals and materials 
which, while they do not actually stop 
the action of this new process, do so 
retard it as to make its use in burglary 
a negligible factor. 

These remarks apply equally to large 
and expensive constructions for urban 
institutions, and to the smaller installa- 
tions. It now costs considerably more 
for any given time protection than a 
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few years ago, and this handicap will 
probably be found so great in many in- 
stances, that the designer cannot produce 
fully satisfactory results. There is 
however, some satisfaction, provided ad- 
vantage is taken of the use of the new 
materials even to a limited extent, in 
the fact that such materials will produce 
vaults so much stronger than most 
existing structures as to provide a re- 
latively high degree of security. 


Since the toreh, or torch and rod 
combination, has come into use, it has 
been comparatively easy to cut a man- 
hole section through a vault lining, to 
push the core into the vault and to 
climb through the hole. The addition 
of anti-cutting materials — greatly 
lengthens the time consumed in such an 
operation, but still leaves this method 
as the most practical way of entering 
even modern work. It is evident that 
the erection of a barrier, or buttressing 
element, upon the inside of the vault 
lining, would prevent pushing the cut 
section into the vault. It is also evident 
that if the vault lining were firmly 
anchored at frequent intervals to this 
buttress, it could not be pulled out, but 
further time-consuming operations must 
be conducted to remove the manhole 
slab, either by cutting it up into small 
pieces or by making openings behind it 
and using large quantities of explosives 
to break the anchorage and blow it out, 
and then to complete the man-hole 
through the inside wall. Several recent 
vaults have been built in this manner, 
and others are under construction. 


In regard to the vault lining, the soft 
steel plates, sections and angles are used 
for the purpose of resisting shock and 
tying together other elements of lining 
construction; this is the material used 
for the frame-work of buildings and 
for tanks, boilers, ete. The five-ply 
plates and sections are made of alter- 
nately placed and welded, low and high 
steel layers, workable in the soft condi- 
tion but when hardened they provide a 
double resistance against shock and 
drills or other eutting tools. This five- 
ply material has been used in safe and 
vault construction for about 50 years 
and most of that time has constituted 
the principal element of protection. It 
is less widely used now than heretofore 
but still has its logieal place. Five-ply 
is the resuit of evolution. Back in the 
seventies, that commonly used in safes 
and vaults was hard all the way through 
and was easily broken by shock. Then 
came a three-ply or soft center material, 
a decided improvement but still rather 
easily broken. Finally the Brooklyn 
Chrome Steel Company brought out the 
present satisfactory product—at first in 
maximum size bars six by one-half 


inches and of late years in plates two 
inches thick by one hundred inches wide. 

Torch-resisting materials are much in 
the lime-light. Each manufacturer has 


his specialty. Although none are jim- 
penetrable, all are of real value, in that 
heir employment produces work of such 
high-class design that it cannot be sue- 
cessfully attacked in a reasonable time 
by other than a very few experts using 
an enormous amount of appliance and 
these experts are men highly placed in 
legitimate fields of industry. 


Next comes the vault entrance. It is 
a long jump from Noah’s ark to the 
Leviathan, but the contrast is no greater 
than between the nail studded oak chest 
and the three hundred ton entrances of 
the new vaults of the Federal Reserve 
Bank of New York, although this latter 
change has come about within a small 
fraction of the time required for the 
steamship accomplishment. 


The vault entrance is essentially a 
section of the vault wall with a_ joint. 
The protection of this joint however, is 
only a part of the changed problem, 
because, while entrance through the wall 
ean be had only by eutting a hole large 
enough to admit the body of a man, one 
or two small penetrations through the 
door are all that may be necessary to 
afford access to vital points of the bolt- 
work dogging mechanism. There are 
always such spots which, when reached, 
make it easy to quickly eliminate the 
holding dog, when the bolt-work may 
be retracted and the door opened 


Modification of door construction of 
older design has followed closely the 
changes in wall construction, increas- 
ing thickness being almost universal. 

The accepted door design of today 
consists in general of a east steel shell 
enclosing, in a high degree, all of the 
protective elements included in the wall 
construction. Such doors are fireproof 
either because of their extreme thick- 
ness or because of the inclusion of fire- 
proofing material. They are toolproof 
either because of the tool-resisting ele- 
ments in the anti-eutter burner material, 
or by the addition of five-ply steel. And 
they are cutter-burner and fluxing rod 
resistant to the highest degree because 
of the inclusion of torch-resisting ma- 
terials, and shockproof because of the 
low steel envelope and the methods by 
which the included elements are secured 
together. 


More and more, steps or rebates at 
the door joints are being lengthened or 
done away with entirely, for the reason 
that rebates provide seats against which 
explosives may act to blow out the door. 


As the bolt frames are east solid with 
the door, they so reinforce the holding 
power of the locking bolts that this 
mechanism becomes the strongest part 
of the door construction, and the door 
may be torn apart, piece by piece, 
before the frame and its train of bolts 
would let go. 

The present day step-less jamb com- 
pletes a rather interesting cycle. Long 
ago safe and vault doors were made 
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with straight-step-less edges. This type 
was found to permit of successful attack 
by wedging and as a result was super- 
ceded by jambs having one or more 
rebates. For a time this seemed to 
correct the weakness of the straight 
joints, but flexible wedges and explo- 
sives proved it to be far from secure. 
The next step was the so-called inter- 
locking tongue and groove ‘with which 
you are all familiar. This appeared to 
be a final improvement. The tongues 
were practically wedge-proof and the 
grooves being packed with felt prevented 
the introduction of gun-powder. 

Then came liquid explosives; the felt 
absorbed nitro-glycerin and became 
dynamite, automatically placed just 
where it would do the most damage, so 
a non-absorbent packing was substi- 
tuted, such as asbestos, rubber, or more 
recently a trade article consisting of a 
rubber base, or matrix, filled with graph- 
ite. All of these stopped the flow of 
the liquid explosive, until the explosive 
was deonated. Then the space that the 
packing had occupied immediately 
became a hole or pocket, ready made 
for a fresh and larger charge, because 
anything like soft rubber cannot resist 
nitro-glyeerin—it simply vanishes. 

In view of these conditions it soon 
beeame apparent that anything in the 
nature of a groove or a step was a 
weakness rather than a protection and 
we are now returning to the original 
design, with this important difference: 
the doors are now so heavy that successful 
wedging is absolutely out of the ques- 
tion. 

Hinge and pressure mechanism, bolt 
work, time and combination locks and 
connections and other related details 
have undergone little change in recent 
years, except that they have been made 
heavier and somewhat simplified in 
design, received more workmanlike at- 
tention, and have acquired a_ better 
finish. 

A continuation of this interesting 
article, showing further methods that 
are used te. foil the attacks of present 
day “scientific” yeggmen, will appear in 
the September issue of the THe BanxK- 
ERs MontHLy. Mr. Holmes is one of 
the foremost vault designers and en- 
gineers in the United States, and what 
he says is based on intensive research 
and wide experience. 


The Heights Deposit Bank of Wilkes- 
Barre, Pennsylvania, is having plans 
prepared for the construction of a new 
bank building to cost $100,000. The 
building will be’ a one story structure 
40x80. The front of the building will 
be of Indiana limestone. The new build- 
ing will contain twelve tellers’ wickets, 
a large vault with room for over 1,000 
safe deposit boxes. The directors’ room 


will be on the mezzanine floor above the 
vault. 
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Dg hacen s- in the entire country will be found a 


more interesting textile group than the large 
Republic Cotton Mills at Great Falls, South Carolina. 


In a setting of unusual natural beauty lies a pleasing 
little city of over 5,000 inhabitants, built and maintain- 
ed by the Republic Cotton Mills for employees and 
their families. There are tree-lined, paved streets with 
miles of cement side-walks; modern well-equipped 
schools; operatives’ homes of diversified architecture, 
a bank, moving picture theatre and food and depart- 
ment stores. 


From its start, fifteen years ago, the Republic Cotton 
Mills has experienced almost perfect labor conditions; 
in fact the contentment and efficiency of employees has 
been a marvel to visitors well versed in the textile busi- 
ness and its problems. The profitableness and rapid 
growth of this undertaking are evidence of the. kind 
of management it has enjoyed. 


In 1909, this organization of Engineers was retained to 
assist in planning Republic No. 1 and the necessary 
village development. Since then have followed 
Republic No. 2 and the recently completed Republic 
No. 3, each addition calling for an expansion of the 
municipal equipment. 


A clearer picture of our service to Industry will be 
found in the new and revised editions of “Picks to the 
Minute” on the textile field,“Factories for the Future,” 
and “Contentment under Roof,” on industrial villages; 
now ready for distribution, 


J. E. SIRRINE & COMPANY 
Engineers 


Greenville South Carolina 
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The New York office of the Thomas 
M. James Company, Bank architects 
and equipment engineers of Boston, 
was re-organized recently. The office is 
located at 342 Madison Avenue. Officers 
are Thomas M. James, president; F. P. 
Simonds, vice president; W. J. Ball, 
vice president; and E. D. Lord, con- 
struction engineer. 


A one story building, 40x111 feet, 
to cost $74,000, will be erected for the 
First National Bank, Wyandotte, Mich- 
igan. The building will be constructed 
of reinforced conerete throughout, with 
a front of Bedford stone. Bond-Hub- 
bard Company of Chicago are the ar- 
chitects. 


National Bank of Carthage, 


The First } 
Missouri is now located in its new 
home. The new structure represents an 


investment of approximaely $100,000. 


The City Savings Bank and Trust 
Company of Alliance, Ohio will erect an 
eight story bank building. 


Architect was selected for drawing 
up plans for the new five story bank 
and office building for the Peoples Bank 
and Trust Company of Rock Hill, South 
Carolina. 


The new home of the Centre Wheel- 
ing Bank, Wheeling, West Virginia, is 
nearing completion. 


Contract was awarded for the con- 
struction of a new bank building for 
the Moultrie Banking Company, Moul- 
trie, Georgia. 


The Security National Bank of Nor- 
man, Oklahoma is occupying its new 
banking quarters. 


Plans for the new building of the 
Union-Easton Trust Company St. Louis, 
Missouri, are nearing completion and 
work will be started at once. It will 
be a two story structure. 


Work was started on the new build- 
ing for the Peoples State Bank, Hunt- 
ington, West Virginia. The building 
will be of dark red brick with granite 
stone trimmings. 
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Work has been started on the new 
Breckinridge Bank of Cloverport, Ken- 


tucky. It will be of tapestry brick and 
stone construction. 


The First National Bank of Brooklyn, 
New York, has purchased a building on 
Montague Street between Court and 
Clinton, for an additional office. -Exten- 
sive alterations will be made to the 
present building. 


Contract was awarded by the Security 
Trust and Savings Bank of Los Angeles, 
California, for the erection of a one 
story bank and store building at the 
corner of West Adams Street and Hall- 
dalle Avenue. 





Bids are being received on the gen- 
eral contracting work of the new bank 
and office building to be erected for the 
Pullman Trust and Savings Bank, 
Chieago. It will be two stories high 
and will cost $325,000. 


The Syeamore National Bank, Syea- 
more, Illinois plans to ereet a bank and 
office building 45 x 125 feet of brick 
and eut stone construction. 


Alterations and an addition to cost 
$500,000 will be made to the Franklin 
Savings Bank, New York City. 


Contract was awarded for the eree- 
tion of a bank building one story and 
basement, 50 x 75 feet, for the Tarentum 
Savings and Trust Company, Tarentum, 
Pennsylvania. It will cost $75,000. 


Plans are being drawn for remodeling 
and making a top addition to the bank 
and office building of the Lima Dime 
Savings Bank, Lima, Ohio, to cost 
$45,000. 


Work was started on a new bank 
building for the First National Bank, 
Wyandotte, Michigan. It will be one 
story high, 43 x 110 feet and will cost 
$58,500. 


Plans are being drawn for a bank 
and office building for the Norristown 
Penn Trust Company, Norristown, Penn- 
sylvania. It will be six stories high, 
63 x 131 feet. 
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Alterations to a store will be made 
for banking quarters for the Corn Ex. 
change Bank, New York, New York. 


Contract was awarded for the con- 
struction of a two story bank building, 
114 x 53 feet of brick and limestone, 
for the Manufacturers Trust Company, 


Brooklyn, New York. It will cost 
$200,000. 
The National Bank of Rensselaer, 


New York, plans to make alterations to 
a store for new banking quarters to cost 
$25,000. 


Preliminary plans were drawn for 
remodeling the building of the National 
Bank of Urbana, Urbana, Ohio, to cost 
$15,000. 





The Wabash National Bank, Wabash, 
Indiana, is having plans drawn for the 
erection of a bank and office building 
to cost $75,000. 


Alterations and an addition to cost 
$100,000 will be made to The Franklin 
Savings and Trust Company’s bank 
building of Pittsburgh, Pennsylvania. 


Plans are being drawn for the con- 
struction of a one story bank building, 
50 x 93 feet, to cost $160,000, for The 
Lebanon National Bank, Lebanon, Penn- 
sylvania. 


Plans are being drawn for a bank, 
store and office building to cost $75,000 
for the Southwestern Savings and Loan 
Company, Cleveland, Ohio. 


A two story bank building will be 
erected for The Commercial Bank and 
Savings Company, Bowling Green, Ohia 
It will be 52 x 130 feet, and will cost 
$75,000. 


Bids are being taken for making 4 
new front and remodeling the interior 
of the Chagrin Falls Savings and Loan 
Company’s building, Chagrin Falls, 
Ohio. 


The Peoples State Bank, Wyandotte, 
Michigan, is erecting a new bank build- 
ing to cost $64,000. It will be one 
story high, 30 x 95 feet. 
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Apartment Bldg., Chicago. Dr. Max Thorek, Owner. Roy F. France, Architect 
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Terra Cotta skillfully used gives a building character 
and an air of distinction so it proudly. stands 
apart attracting and impressing all who pass by. 
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Midland Terra Cotta Company 


105 West Monroe Street, Chicago, Illinois 
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QUESTION BOX 


Bank Building Construction and Equipment 





N this issue THE BANKERS’ MONTHLY 

opens a Question Box on “Bank 
Building Construction and Equipment” 
and hopes that subscribers will make 
free use of this medium. THE BANKERS’ 
MontTuHuiy has received from time to 
time many 
questions from 
subseribers on 
this subject. 
Recently these 
questions have 
become so num- 


1. QUESTION: How thick must a 
vault door be in order that it may come 
in the minimum insurance rates? 

ANSWER: Nine inches of solid steel 
will meet the requirements for minimum 
burglary insurance rates. 


warded with the question. For instance, 
in many eases the answers to questions 
depend largely upon the bank’s size, the 
location and orientation of the property, 
ete.; so we trust that in asking any 
questions our readers will endeavor to 
give too much 
information 
rather #¢han not 
enough. 

No limit 
will be placed 
upon the ques- 


erous that it is 2. QUESTION: Is it advisable to tions or the 
ennected that build a security vault of reinforced con- os f . 
% : crete rather than any other type of Ype Of ques 
the service masonry? tions which 
now offered ANSWER: It certainly is advisable to may be for- 
will prove of build of reinforced concrete as the insur- warded to us. 
definite venus ance rates under the burglary insurance Any questions 

Any : S, 


to our readers. 
If you have 


requirements will be considerably less 
than with a thick masonry construction. 
Of course, it will depend very greatly on 
the type of reinforcement and the mixture 


whieh may 
depend for 


any questions their proper 
. of the concrete. sa 

along the lines 3. QUESTION: We are completing answer upon 
of Bank Archi- new banking rooms and it has been recom- local laws or 
tecture, Bank mended that we do not paint on the plaster ordinanees or 
Building Con- walls and ceilings for about one year. Is special _bank- 
: this advisable? : = 

struction, or ANSWER: It is very much better to ing laws, ete., 


Bank Building 
Equipment, 
simply address 
them to the 
“Question 
Box,” e/o THE 
BANKERS’ 
MonrTHLY, and 
they will be 
published in 
this section to- 
gether with the 
reply to the question. The questions will 
be answered by a man of long experience 
in bank building design construction, and 
equipment, and thoroughly competent. 


moisture. 





As an illustration of the type of 
questions and the answers to the same 
which might come within the scope of 
this question box, we quote with their 
answers some questions which have been 


recently received by THE BANKERS’ 
MonruHLyY. 
These questions and answers are 


simply a few of the latest questions 
which we have been requested to give 
information upon, and from them it is 
evident that in asking questions it is 
well to go to some length in explaining 
your viewpoint and the reason for the 
question, together with any other in- 
formation which might determine the 
proper solution. 

In our answers, in this Question Box, 
we will not attempt to answer the ques- 
tion unless full information is 


delay painting plaster work until it has 
had plenty of time to dry out. 
success of the banking rooms will, of 
course, not be seen until the painting 
scheme, as outlined by your architect, has 
been’ completed, but the result will be 
much more satisfactory, and more trouble 
will be obviated, if plaster work is allowed 
time to dry thoroughly before painting is 
applied, even though there are some kinds 
of paint which allow the evaporation of 


should Be ac- 
companied by 
a clear state- 
ment of the 
law relating to 
such cases, so 
that our editors 
may have this 
information to 
assist and guide 
them in pre- 
paring their 
answers. The only limit we can place 
upon the questions is that we cannot 
answer questions which depend entirely 
for their solution upon bank architects, 
equipment engineers, vault engineers, 
etc. In other words, we do not expect 
that our subscribers would ask us to 
trespass into the fields of the various 
professions connected with bank design, 
construction, or equipment. When we 
feel that any questions submitted do 
trespass upon these professions, we will 
so advise the subscriber, and simply re- 
commend that the solution of the ques- 
tion be placed before one of that pro- 
fession. 


The final 


The Baroda State Bank, Baroda, 
Michigan recently moved into its new 
banking quarters. 








The Security Trust and Savings Bank 
of North Birmingham, Alabama, is 


for- erecting a new building. 


THE BANK “ATMOSPHERE” 
By E. M. Parker 


ANKS everywhere are giving thought 

to making the interior of the bank 
attractive and pleasant to enter, but 
what goes, perhaps even farther in the 
making of a happy customer than the 
material comforts provided is the spirit 
which he encounters when he enters, and 
which he feels instinctively even though 
he may not be conscious of what causes 
his feeling. 

To illustrate, here are two remarks 
which I heard recently: “Harry is a 
good man but he doesn’t know how to 
build morale. You feel every time you 
go in there that you have gotten in 
between rounds.” “I like to do business 
there. There’s a spirit of friendliness 
about the place that makes you feel 
good.” 

People talk about the banks in which 
they do business just as they talk about 
their cars and their gardens. If you 
doubt it listen to conversations around 
you and you will know. I have never 
been inside some of the banks of this 
city, but from what I have heard | 
have an opinion, a definite idea, of 
almost all of them. The atmosphere of 
each is different, but it is portrayed 
in the remarks made by the customers 
of that institution. What more effee- 
tive advertising, then, than to create 
in your bank an atmosphere which vour 
customers bespeak in the manner of the 
man who made the second remark I 
quoted? People who hear things like 
that from several sources get the idea 
that that bank must be a pretty good 
place. At some time or other they are 
likely to try it. 

The banking experience which _ is 
talked of is either the decidedly pleasur- 
able or unpleasurable. And it is this 
talk which advertises the bank in the 
minds of the listeners. 

“We instruct our tellers to be cour- 
teous at all times,” is heard frequently. 
That is something; but the atmosphere 
which prevades the institution goes 
much deeper than that. It is the mani- 
festation of the spirit which exists. It 
is something which no amount of out- 
ward appearance can change. The 
tellers may be courteous, but unless they 
feel courteous the customer is not im- 
pressed. If the tellers are discontented, 
if there is a spirit of antagonism among 
them, or between them and the officers, 
no amount of ‘applied’ friendliness can 
cover it. And when it is applied under 
those conditions it is such a thin veneer 
that it makes only more marked the 
real condition. That is when a cus 
tomer instinctively feels that he has 
gotten in ‘between rounds.’ It is not 
a pleasant feeling. New customers will 
not flock to that bank. 

A short time ago I talked to the 
officer of a bank about this. He said 
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he realized that his bank had a wretched 
spirit, but that he could do nothing. 
“Jt is the spirit of the age,” he said, 
“No matter what we do for our em- 
ployes we can’t satisfy them. They 
do just what they have to and no more. 
And they do that in the most slipshod 
manner they can and hold their posi- 
tions.” 

I happened to know that practically 
all the employes of that bank were 
young fellows from 20 to 24 years of 
age—many of them sons of officers or 
directors, who were there simply because 
Dad wanted them to be. They were 
receiving from 75 to 125 dollars a 
month. Practically all of them lived at 
home. I knew that if mistakes were 
made no severe blame was ever fixed, 
and I know that no form of praise or 
reward was ever given to the man who 
was conscientious. The officers thought 
that by allowing these employes to 
remain on the payroll they were doing 
“all they could” for them, and that 
men ought to appreciate the fact enough 
to give whole hearted, conscientious 
service. What incentive was there, 
since praise and blame were alike 
omitted, and since the men,—boys, 
rather,—had no real interest and no 
feeling of responsibility? And how did 
the customer advertise this spirit? 

It is a man sized job to create an 
atmosphere in a bank which will make 
those who enter the doors feel that there 


is a place of kindly co-operation and 
cheerful service. It means the adjust- 
ment of material things to harmonize 
with the mental ideal,—the arrangement 
and furnishing of the building itself; 
but hardest of all, it means the bring- 
ing about of conditions which will make 
employes anxious to give of their best 
for the institution, contented to work 
together and with the officers. It means 
a feeling of. good will in the mind of 
every officer and employe. Then, with- 
out effort, perfect service will be 
rendered. 





Plans are being drawn for interior 
alterations to cost $15,000 to the West- 
moreland National Bank, Greensburg, 
Pennsylvania. 

The New Bethlehem Trust Company, 
New Bethlehem, Pennsylvania, will erect 
a two story bank building, 30 x 70 feet, 
to cost $90,000. 





The Chalfont National Bank, Chal- 
font, Pennsylvania, plans to construct a 
new bank building. 

Alterations are planned to the bank 
building of the Maine State Trust Com- 
pany Augusta, Maine. 





A two story bank building will be 
erected for the Oxford Bank and Trust 
Company, Philadelphia, Pennsylvania. 
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Contract was awarded for the con- 
struction of a six story bank building 
to cost $500,000 for the Old Town Na- 
tional Bank, Baltimore, Maryland. 





Work was started on alterations to 
the first floor of the bank and office 
building of the Chesapeake Bank of 
Baltimore, Maryland. 





A seven story bank and office building 
to cost $500,000 will be erected for the 
Citizens Title and Trust Company of 
Uniontown, Pennsylvania. 


The First National Bank of Hunting- 
ton, West Virginia, will make alterations 
and an addition to its bank and office 
building to cost $300,000. 

Alterations to cost $30,000- will be 
made to the two story bank building of 
the Merchants National Bank, Norwich, 
Connecticut. 


The First National Bank of Chilli- 
cothe, Ohio is oceupying its new bank- 
ing quarters. 


The Columbia State Bank of Colum- 
bia City, Indiana awarded contract for 
remodeling its bank building. 


The new building of the Farmers 
Bank, Rockingham, North Carolina, was 
recently completed. 





mooscorsac onanna 
eee ee a geet gg rg 5252525252525 25 252525 252525252525 2525250585 950606 36 a6 


Jefferson State Bank 


of Mt. Vernon, Illinois — a combined bank, 
office and store building of six stories, contain- 
ing 54 offices on upper floors. 
a recent letter they wrote us: 


‘“We have now been in our new building 
more than two months. The longer we 
are in it the better we like it, and at no 
time have we ever regretted placing the 
contract with you. 
building to erect we would certainly want 
you to construct it under your single con- 
tract plan, which we found very satisfac- 
tory, as it relieved us from dealing with 
more than one contractor.”” 


Under this plan the cost .is definitely determined and guaranteed by us in advance. 


We will, without obligation, furnish photographs, 
plans, cost data, and other information to any banker 
who may be interested in bank building or equipment. 


ST. LOUIS BANK EQUIPMENT COMPANY 
ST. LOUIS, U.S. A. 
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The layout of the average bank is not so difficult to plan as was the Merchants National Bank, Bangor, Maine, designed by Hoggson Br 


IS THE BANKER A THOUGHTFUL 
BUILDING PURCHASER? 


Y friends who are manufacturers 
and merchants frequently tell me 
of the sound and helpful advice they 
invariably receive from their bankers. 
They say that under the stress of keen 
competition and other diffieult condi- 
tions the average business man is 
often tempted to do things it would be 
wiser not to do. In an effort to increase 
profits there is the temptation to make 
investments and assume contracts which 
are more apt to become liabilities than 
assets. And in an effort to cut produc- 
tion and maintenance costs there is the 
temptation of false and temporary 
economies which, in the long run, result 
in trouble and unnecessary expenses. 
For example, when a firm finds they 
have surplus funds for short term or 
long term investment, the corporation 
executive is apt to think most about 
yield, but as soon as he talks to his 
banker his mind is immediately directed 
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While advising customers not to buy 
shoddy goods he sometimes makes his 
own purchases on price instead of value 


By W. L. WOODWARD 


Vice President, Hoggson Bros. 


to safety of principle and the 6%4 per 
cent bond which had appeared to be so 
attractive is generally abandoned in 
favor of one having greater stability 
and smaller return. 


As a_ specific illustration of good 
advice, a manufacturer with whom I 


am acquainted consulted his banker in 
regard to a proposed policy of cheapen- 
ing his product. Owing to the prevail- 
ing selling conditions it seemed neces- 
sary to lower prices but the only means 
by which prices could be lowered was 
to reduce the quality in a manner which 
would give the purchaser less real value 
per dollar of cost and considerably less 
service. 

The banker pointed out that in the 
long run the resulting dissatisfaction 
would lead to a decrease in business 
instead of an increase and recommended 
that even though cheap competitors 
were temporarily successful, that the 


best policy would be to continue to make 
what was known to be in the interest 
of the purchasers. The suggestion was 
followed and proved to be right. 

I have in mind another situation in 
which the banker’s reasoning was in 
close accord with the instance just de- 
seribed and which was afterward ex- 
plained to me by another well-known 
manufacturer. The banker was assist- 
ing the manufacturer to finance an addi- 
tion to his plant and when the time 
came to award the contract for the re- 
quired new machinery, two firms had 
submitted propositions. Each was 
supposed to include the same equipment 
but one price was considerably higher 
than the other. The difference amounted 
to a good many thousands of dollars 
which the manufacturer wanted to save 
if he could. So he placed the facts 
before the banker who advised him 
about like this: “One of these firms is 
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gilt edge and absolutely dependable. 
The other claims it is just as good and 
js able to sell the same thing for less 
money. Personally I doubt this and I 


wie not think you ean afford to take a 


chance. In constructing machinery it is 
certainly possible to cheapen the ma- 
terials and workmanship in ways which 
will not be apparent for some time. 
The reputation and price of the first 
firm definitely indicates that they do 
not do this. The reputation of the 
second firm seems good but not quite 
the same and they cannot give a satis- 
factory reason as to why they can offer 
such a difference in price. . At the 
moment this difference in price seems 
consequential but when compared to the 


‘maintenance cost over ten years and 


the output which the machinery will 
produce during the same period, it 
becomes insignificant. My advice is to 
buy from the firm which is beyond ques- 
tion—dependable, even if you pay some- 
thing extra for that very factor.” 

Most of us will regard this as good 
eounsel, but it is at considerable 
variance with what some other ac- 
quaintances tell me about bankers—not 
manufacturers and merchants—but men 
like myself who are engaged in the 
design and construction of bank build- 
ings. According to their impression 
the banker doesn’t approach the pur- 
chase of a new building from the same 
point of view that he advises others to 
consider items of similar importance. 
They say that as an advisor the banker 
tells his customers not to buy cheap 
bonds, not to manufacture shoddy goods 
and not to purchase on a price basis, 
but that as a buyer the banker often 
awards the contract for his building 
on a price basis rather than a value 
basis which forces whoever accepts it to 
deliver a building of the kind of quality 
the same banker tells his clients not to 
buy and even not to sell. 

In diseussing this subject with ar- 
chitects and contractors, here are some 
of the questions I have been asked— 
sometimes with a smile and sometimes 
with a very serious and much puzzled 
sincerity : 

“Why is it that those of us who are 
trying to give the banker a square deal 
and a quality job are rarely given credit 
for our good intentions?” 

“Why is it if a banker is offered a 
5 per cent bond at $96 he regards it 
as a high-grade investment and if he 
is offered the same class of bond at $83 
he is suspicious of the low price and yet, 
if I offer to construct a certain type of 
building for $97,000 and someone else 
offers to build a building of the same 
size for $83,000—why is it—instead of 
appreciating the quality I have figured 
on and propose to give—that the 
banker generally is suspicious of me and 
considers the low priced man _ his 
friend ?” 






An Individual Type of 
Bank Building 


HIS style of building, which is growing in 

popularity among bankers, is occupied 
entirely by the Rutherford National Bank of 
Rutherford, N. J. 






It was recently completed by us. 


This building is carried out in classic architecture 
—the lonic style—and occupies an important 
corner site in Rutherford. The exterior is of 






limestone and granite, with bronze grilles, 
windows and doors. 






Thomas M. James Company 


Bank Architects and Equipment Engineers 
3 Park St., Boston, Mass. 


342 Madison Ave., New York _—_ Fuller Bldg., Springfield, Mass. 
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I admit that I answer these 
questions, as it seems to me that when 
a bank decides to put from one-quarter 
to one-half of its capital in a building 
that an expenditure of that size should 
be invested in a good article, partic- 
ularly as a bank building is an article 
which must be used every day, looked 
at every day and which, inside and out- 
side, day by day indieates to the people 
in its community the character and 
prosperity of the institution which oe- 
cupies it. 

I do not know why it is not easier 
for good bankers and good builders to 
get together, so I told my friends that 
the best I could do would be to put 
these questions in an article and try 
and have it published in a_ banker's 
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National Bank, Healdsburg, California, is well designed and proportioned for a bank of its size. 
main lobby looking towards the entrance; in the upper right is the directors 


In the upper left is a view of the 


room; center, the exterior of the bank; lower left, part of the ladies’ 


room; and lower right, a view of behind the cages. 


* * 


magazine so that the bankers would 
have an opportunity to answer for them- 
selves. 

The new $100,000 banking and office 
building of the First National Bank of 
Carthage, Missouri, has just been com- 
pleted. 


The First National Bank of Braddock, 
Pennsylvania recently opened its new 
building which is of Indiana limestone, 
finished in Italian marble. 





A seven story addition will be built 
to the Corn Exchange Bank building at 
Broadway and Spring Street, New York 
City. It will be of brick and steel with 
limestone trim. 


* * 


The Irving Bank-Columbia Trust 
Company of New York City recently 
opened its new Hunt’s Point office at 
Southern Boulevard and 163d Street. 








The First National Bank of Albion, 


Pennsylvania, will erect a new bank 
building. 
A new banking building is being 


erected for the Moultrie Banking Com- 
pany, Moultrie, Georgia. 


The First National Bank of Platte 
ville, Wisconsin, will erect a building of 
brick construction and Bedford stone, 
two stories, 44 x 73 feet. It is expected 
the new building will be completed by 
Christmas. Contract has been let to 
the A. Moorman Company of St. Paul. 
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We make a special study of each individual 
problem. 


We are’experts in the mechanical equipment of a 
modern bank. 

We bring twenty years of experience to your 
problem in handling contracts and contractors. 


We are your agent. 
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If you contemplate re- 
modeling or constructing 
a new building, let us give 
you our proposition. 








What Our Service 
Consists of 


1—Consultations, preliminary sketches, 
estimates of cost, including water 
color design of proposed building. 


2—Complete plans, specifications, full 
size details and awarding of con- 
tracts in conjunction with owner. 





3—Complete superintendence. BOW MANVILLE NATIONAL BANK 


Cwicaco, ILL. 





W. GIBBONS UFFENDELL, Bank Architect 


39 S. STATE STREET, CHICAGO, ILL. 
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SOCIAL SIDE OF THE NEW 
BUSINESS MANAGER’S JOB 
(Continued from page 10) 

I have been interviewing bankers from 
Provincetown to Los Angeles all my 
life, and the busiest ones always seemed 
to have the most time. It certainly 
wasn’t my importance that gave me 30 
minutes at a clean desk with the new 
business executive of Chicago’s biggest 
bank the other day. And I don’t think 
it was his importance that made the man 
who oceupies the same position in a 
neighborhood bank of less than $5,000,- 
000 deposits tell me over the telephone 
on that same day “I get down here at 
8:30 every morning and work till 6:30 
every night—how ean I find a minute 

to talk with you?” 

What I’m trying to emphasize is that 
the new business executive who really 
means to justify his title must find or 
make time for all sorts of people. He 
will find that the worth-while men of his 
community (the men with big commercial 
accounts and big safe deposit boxes and 
big estates, by the way) are doing the 
same thing. 

The Chamber of Commeree needs a 
banker on its executive board, and even 
more so on its membership committee, 
its new industries committee and its 
publicity committee. The Manufac- 
turers’ Association needs a banker to 
help in connection with personnel 
problems, problems, worker 
welfare problems, labor turnover, Amer- 
icanization, living cost, thrift problems 
and a dozen others. 


housing 


The County Agricultural Association 
needs a banker to back up the county 
farm agent and to give not only advice 
but actual and liberal help in connee- 
tion with better roads, irrigation, drain- 
age, crops, improved live stock, soil 
preservation, attack on animal diseases 
and insect pests, farm accounting, farm 
labor, farm housing, lighting, power and 
machinery—everything that makes a 
county richer and better. 

Our schools. need banker co-opera- 
tion and need it badly. We must strike 
some sort of happy mean _ between 
putting a child to work at eight or nine 
and turning him out of school at 18 or 
19 without any sense of business values 
or any instinct for handling money and 
saving it. 

Our colleges and state universities 
need banker co-operation. They need 
it to help them along some lines and to 
redirect them along others. The con- 
structive information on practical every- 
day business problems in farming, 
manufacturing, mining, transporation, 
distribution, finance and social service— 
the laboratory data on all these subjects 
—available at the average state univer- 
sity is simply amazing but more amaz- 
ing still is the neglect of these mines 
of real money value by the people of 
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the states. Let the banker spend a little 
time and thought and money on them 
and he can make two dollars grow 
among his clientele where only one grew 
before. 

Our Y. M. C. A.’s and K. of C.’s and 
Y. M. H. A.’s and Chatauquas and other 
social service organizations are holding 
out their arms to the banker for co- 
operation—not simply their hands for 
money. 

I have said something in a previous 
article about the readiness of news- 
papers to give the publie the banker's 
views on public questions and _ to 
chronicle his achievements as a servant to 
the development of business, but in that 
article I was discussing the mechanics 
of .“getting your bank in the news.” 
Let me say here that the bank executive 
who has big development for his bank 
and himself in mind should get in touch 
and keep in touch with the controlling 
personalities of the worthwhile publica- 
tions in his community. He should be 
at their service in furthering the desir- 
able community interests which they 
(whether selfishly or unselfishly) are 
promoting at any given time. 

The journalist generally follows public 
opinion pretty closely and often leads 
it pretty definitely. He is just as much 
of an idealist as the banker—and no 
more. Both are in business for profit 
and both will profit most by genuine 
public service. Let them help each 
other. 

The industrial or commercial executive 
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ean do his share in building up the jn. 
fluence of a bank over his own group 
of employes, patrons and buying rela. 
tionships. He can make or break the 
success of an industrial savings plan. 
He can give first hand information of 
an associate who is getting wealthy or 
planning a business of his own. He 
ean tell you pretty shrewdly whether q 
given plan or a given advertisment js 
calculated to appeal to his personnel. 
He ean tell you in five minutes what 
you might have to interview five 
hundred salesmen to find out. 

The space available for this article 
makes it impossible to give examples of 
publie relations activity in detail, and 
I doubt if a hundred pages of such 
examples would be of much value. The 
opportunities for this kind of construe- 
tive co-operation are never twice the 
same and when they come they must 
be recognized and handled, each one 
on its own merits. They mtst be 
sought, not waited for, and above all 
things, they must be turned directly or 
indirectly into profitable banking bus- 
iness. 

If you go into them for personal 
glory and the chance of seeing your 
name in the papers—that 
what you will get. 

If you go into them with a definite 
plan for making your bank the in- 
fluential friend of influential groups, 


is exactly 


with you yourself as the contact point, 
you will soon find that you are becoming 
recognized as one of the men of your 





U5 125 135 145 


DAYS 


Fig. E. Chart showing how a savings account 


when the de itor has a definite object. 


grows 
His dominating purpose is shown by the regularity of his deposits. 
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community who can be depended on to 
make things happen. 

You will find that the guiding spirits 
of your city’s industrial, commercial 
and professional life are meeting and 
forming their associations around these 
focal points of community interest. 
You will get in contact with the big 
men who ean give your bank big bus- 
jness, and your contacts will be of a 
peculiarly favorable kind. Nine times 
out of ten, men give their banking 
business to the men they have worked 
with rather than the men they have 
played with. 


LOCATING BEST SAVERS 
IN YOUR COMMUNITY 


(Continued from page 18) 
accounts in the groups observed were 
under $50 and had shown no deposits 
in the last year. In the case of dor- 
mant accounts and withdrawals the 
reason must be found before the remedy 
ean be applied. Every savings depart- 
ment manager knows the _ typical 
reasons; “leaving the city;” “need the 
money;” “transferring the account.” 
Perhaps the real reason in many cases 
is that the inspiration which led to the 
opening of the account has evaporated. 
Perhaps it could have been kept alive 
by the right kind of promotional effort. 

Fig. E is a typical chart of a savings 
aceount whose owner had a definite ob- 
jective. It indicates that the account 
is like a plant flourishing in a favorable 
soil. The dominating purpose of the 
man is evident in the regularity of his 
deposits. While others are changing 
from one position to another, slipping 
back in earning power, drawing down 
their accounts for passing pleasures or 
emergencies that are frequently the 
result of their own mismanagement, this 
man’s work, his spending and his thrift 
are dominated by the objective he had 
in view. 

After all, everyone's ability to save 
money depends upon his income, his 
standard of living, his permanence of 
employment, his freedom from expen- 
sive emergencies, his strength of will 
power, his disposition to save or spend, 
and the proportions in which the inspir- 
ation to spend and the inspiration to 
save reach his attention. 

What bank can say. whether it has 
made the most of its various savings 
prospects groups, even if they now show 
up well? By finding the right appeals 
and setting up the logical objectives, 
might not the returns be doubled or 
tripled? And among groups that until 
tow have been unresponsive or over- 
looked, there undoubtedly are other 
opportunities for the bank that finds 
the right selling method and appeal. 

Our conclusion is that the laboratory 
Work we have done is merely a begin- 
ning. Gradually we hope to rate our 
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‘To GIVE an impression of substantial dignity 
and character threestories of MINNESOTA PEARL 
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opportunities in connection with con- 
eentrated effort on the groups under 
observation until we are able to focus 
intelligently where our opportunities 
exist. Many savings banks undoubtedly 
spend large sums without the analysis 
which sales managers of commercial 
concerns habitually give their market. 
More rapid progress in the lining up 
of profitable savings accounts would 
appear reasonable if the banks of the 
country will more generally apply the 
idea of analysis and coneentration and 
will compare their findings frankly over 
a period of years. 


Contract was awarded for the build- 
ing of the State Bank, Brownsville, 
Texas, to cost $120,225. 





Plans are being drawn for construc- 
tion of a new bank building for the 


State Bank of Jonesboro, Jonesboro, 
Illinois. The building will be cost 
$20,000. 


Contract was awarded for the construc- 
tion of a branch bank building, one 
story high, 32 x 70 feet, for the First 
Trust and Deposit Company, Syracuse, 
New York. 


At the southeast corner of Dyeckman 
Street and Sherman Avenue, New York 
City, the Colonial Bank, New York, will 
open a new branch. Alterations and 
remodeling will be made to the building 
purchased for banking rooms and a safe 
deposit vault. 


WORKING OUT A SYSTEM 
FOR SIZING UP COSTS 


(Continued from page 37) 
say, of funds that it can employ in g 
profitable way. 

In addition to this there are other 
elements of loss and shrinkage. Fo, 
instance, a bank is obliged to keep on 
hand at all time substantial amounts of 
cash for the accommodation of depos- 
itors who demand it. Bags of coin, or 
bundles of bills, never earned any 
money for anybody while they were 
lying in a vault. Every bank has out. 
standing at all times relatively enor. 
mous sums, representing checks on other 
banks, which have been deposited with 
it, and which are in the process of eol- 
lection. These items likewise must be 
deducted from the deposit raw material 
before the finished product of funds 
available for loaning or investment can 
be obtained. We may lay down the 
principle, therefore, that the product 
of a bank is the balance of its deposits 
which are available for loaning, or for 
investment in some other profitable way; 
that is to say, its available funds. These 
funds can be determined as of the close 
of business each day, but since daily 
or even weekly costs are hardly practie- 
able the measure of the production of 
the bank is determined by the average 
daily balanee for each month of its net 
available funds. 

These funds are derived from various 
sources, the most typical of which are 
expressed by the designations commer- 
cial deposits, bank deposits (that is, 
the deposits of other banks), and 
savings deposits. It is entirely prae- 
ticable to segregate the raw material 
under these headings, and to apply to 
each group the deductions that must be 
made for reserve, cash, and items in 
process of collection. In other words, 
we can get by this means the production 
of each of the operating departments 
of the bank. It might be mentioned in 
passing that while each of these depart- 
ments is producing the same produtt, 
each department is working under such 
different conditions that the pereent- 
age of net available deposits obtained 
from a given quantity of gross deposits 
is radically different. In general, the 
savings deposits will give the highest 
rate of yield of net available funds, and 
the bank deposits will give the lowest 
vield, because, in addition to being 
demand deposits the price of these bank 
deposits is a large volume of collection 
business. This large volume of collec 
tion business naturally increases the i0- 
vestment in items in process of collee- 
tion, and reduces accordingly the per 
centage of net available funds. 

Ascertaining Cost of Deposits 

Having established a basis for measu!- 
ing the production of each of the de 
partments of a bank, the question o 
ascertaining the cost of these deposits 
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js a simple one. As suggested above, 
the cost consists of interest and operat- 
ing expense. The interest paid on each 
class of deposits is automatically eal- 
culated in the course of the regular 
operations of the bank. The aceount- 
ing processes of a bank are so organized 
that the number of items handled by 
each of the units in the general ad- 
ministration department can be ascer- 
tained with reasonable accuracy by the 
simple process of measuring columns 
of various adding machine sheets and 
tapes produced in the course of the 
day’s work. The classification of these 
items under the headings of bank, com- 
mercial, and savings deposits ean be 
obtained in the same manner by column 
measurements on other sets of sheets. 
The first set of measurements gives a 
basis for a cost per item in each of 
these units. The second measurements 
give bases for the distribution of the 
operating expenses of these units to 
the costs of the various classes of de- 
posits on an item basis. To these 


figures can be added the general ex-, 


penses of the commercial, banks, or 
savings departments and the cost of 
each class of deposits is obtained. 


The greater part of this work con- 
sists not in the compilation, but merely 
in the assembly of figures which are 
produced in the regular course of bus- 
iness, and which are increasingly valu- 
able as increased use is made of them. 
For instance, the expense analysis is an 
invaluable aid to proper management, 
particularly when it functions, as it 
should, in connection with a _ budget 
plan. A comparison and study of the 
cost figures and the production figures 
may often have an important effect in 
shaping the general policies of the bank, 
particularly with reference to its efforts 
to get new business. For instance, the 
relative availability of bank, commer- 
cial, and savings deposits is a matter 
of common general knowledge among 
bankers, but in the course of our cost 
accounting work we have produced a 
means of actually measuring this per- 
centage of availability, and of compar- 
ing not only the relationships of the 
various classes of deposits, but also the 
trend and tendencies within each class 
of deposits from month to month. 


A study of these trends will give the 
bank executive a line on the efficieney 
of the operating management of the 
bank quite comparable with the infor- 
mation that he will get from a study 
of his expense analyses, while a study 
and comparison of the item costs of the 
various operating departments will also 
be found to be a useful guide toward 
economy and inereased efficiency. 


Practically all banks of more than 
medium size analyze the accounts of the 
various depositors and determine 
whether or not these accounts are prof- 
itable. The work of these analysis has 
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generally been along rather elementary 


lines.” They have made certain basic 
assumptions regarding costs per item 
and, percentages off availability, and 
have then proceeded to build up figures 
purporting to measure the value of in- 
dividual accounts. Sometimes these as- 
sumptions have been wrong to start 
with, and very often they have been 
used for such a long period of time 
that they eventually become wrong 
anyhow. 

This plan of cost analysis not only 
provides actual figures for use in aec- 
count analysis, but also provides con- 
trolling figures whereby the accuracy 
of the account analysis in total may 
be proven by balance with the General 
Ledger of the bank. 
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A new three story bank building will 
be erected for the Essex County Trust 
Company, East Orange, New Jersey, to 
cost $100,000. 


Work of installing the new fixtures 
and remodeling was completed for the 
First National Bank, Newport News, 
Virginia. The directors’ room is now 
on the second floor, while the lower floor 
contains private officers for the presi- 
dent, cashier, and general arrangements 
for the eomfort of the employes in 
carrying on the work. The fixtures are 
of mahogany and marble. 


The First National Bank of Paducah, 
Texas, let contract for complete re- 
modeling of its building. 
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* the leaders of the American 
Bankers Association sought an in- 
spiring setting for the fiftieth annual 
convention they could hardly have made 
a better selection. Chicago’s banking 
development in the last decade, and 
especially since the war, has been amaz- 
ing. When the representatives of the 
financial interests of the country. That 
gather in the city by the lakes on Sept. 
29 for the national meeting which is to 
last until Oct. 2, they will find an in- 
teresting subject of study in the con- 
structive advancement in their business 
in that center. This expansion is 
typical of the striking growth of the 
financial interests of the country. That 
it has not been achieved at the expense 
of stability is indicated by the responses 
of the Chicago banks made to the mid- 
year calls for statements of their condi- 
tion, which showed them to be in the 
strongest position in their history. 
When the American Bankers Asso- 
ciation last met in Chicago in annual 
convention, in 1918, the banks of the 
city had combined capital, surplus and 


CHICAGO BANKS TO BE HOSTS 


OF A. B. A. CONVENTION 


undivided profits of $203,745,000 and 
carried total deposits of $1,440,450,000. 
This year the figures representing 
capital employed show a jump to nearly 
$300,000,000 and the aggregate of de- 
posits is approximately $2,377,000,000. 
A comparison with ten years ago is 
equally interesting, covering as it does 
the whole period of the war and the 
subsequent readjustment, in which time 
America has become the great money 
storehouse of the world. In 1914 Chi- 
cago banks had a total of $173,210,000 
capital employed and carried deposits 
of $1,053,601,000. The decade’s increase 
in deposits is more than 100 per cent 
and in aggregate investment more than 
70 per cent. 

The total number of banks in the 
city proper has grown in these ten 
years from 91 to a little more than 200. 
Mergers and affiliations have been 
numerous, but. the march into newly 
developed territory and the demands 
for more and better service in growing 
districts already occupied have given 
incentive for the organization of a far 
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greater number of new banks, so that 
the city’s financial family has multiplied 
prodigiously, and is still increasing. 
One of the most interesting phases 
of the city’s banking growth is the 
astonishing upbuilding of savings ae- 
counts and the inerease in their number. 
Prosperity, high wages and full em- 
ployment have contributed to the en. 
largement of these aceumulations of 
persons of moderate means. Thrift, 
which the banks themselves have worked 
effectively to foster, is another im- 
portant factor. Savings deposits in 
Chieago banks at the time of the mid- 
vear calls aggregated $628,636,000. 
These figures compare with $288,620,000 
in 1918 and with $225,427,000 ten years 
ago. At the height of wartime pros- 
perity residents of the city put in the 
banks for a rainy day surplus earnings 
and income at the rate of $2,000,000 a 
week, or almost $1 per capita, for the 
year 1918. And that was the time of 
“silk shirt” profligacy. In several of 
the years covered in the comparison 
‘savings deposits increased at the rate 
of $1,000,000 a week. Back in 1894 
there was in all the Chicago banks 
savings deposits of only $18,600,000. 
Now two banks hold more than $70, 
000,000 each of such deposits, one has 
over $50,000,000, while five others have 
between $12,000,000 and $18,000,000. 
These savings deposit figures do not 
take into account some hundreds of 
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millions from the same souree which 
have found their way through such ac- 
counts into security investments, in 
whieh transfer the banks have been an 
important agency, more active than at 
any other time in their history. War- 
time lessons have been turned to good 
account in this comparatively new field 
of banking usefulness, the bonds between 
the banks and their customers have been 
tightened, tens of thousands of persons 
who a few years ago hardly knew what 
a bond or a stock certificate looked like 
have been trained in systematic and in- 
telligent investment, a great reservoir 
of wealth has been utilized for the 
public good as well as benefit to its 
owners and the banks have profited 
from the practical working out of the 
theory that the more one saves the more 
one wishes to and ean save. 

Evidence of the important contribu- 
tio made by the banks of Chicago to 
the material development and _ beauti- 
fying of the city is found in the scores 
of handsome, substantial bank build- 
ings which have risen in all parts of 
the metropolitan district. Such monu- 
ments to efficient management, loyalty 
of clientele and faith in the future are 
among the architectural show places of 
the city. They range in cost from a 
few hundred thousand to $15,000,000 or 
$18,000,000. Three of these buildings 
in a single block in the heart of the 
financial district—ineluding the new 
home of the Federal Reserve Bank of 
Chieago—represent an investment of 
around $40,000,000. There is hardly a 
bank that is not housed in a fine strueture 
erected for its own uses, a large number 
of them having been built in the last 
six years. From the skyserapers of the 
“loop” district to the less pretentious 
buildings in the neighborhood centers 
they make a creditable and confidence- 
inspiring display. 


A site on the southwest corner of 
Livernois Avenue and the Six-Mile 
Road, Detroit, Michigan, was purchased 
by the First National Bank for the pur- 
pose of erecting a branch bank build- 
ing. It is 93 x 100 feet. 





The Peoples Finance and Thrift Com- 
pany of Memphis, Tennessee opened 


new banking quarters at Union Avenue 
and third Street. 


The Ruston State Bank, Ruston, 
Louisiana, is occupying its new bank 


building. The interior is finished with : 


tile flooring and Italian marble fixtures. 


The Citizens State Bank, Kingham, 
Kansas, opened.recently for business in 
the quarters formerly occupied by the 
Farmers State Bank of the city. 


The Security Savings and Trust Com- 
pany, Portland, Oregon, moved into its 
new banking home at Sixth and Stark 
Streets recently. 
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The Citizens National Bank, Emporia, 
Kansas, is now in its new banking 
quarters, a five story bank and office 
building. 


A bank, store and office building will 
be erected for The Union Bank and 
Trust Company, Wheeling, West Vir- 
ginia. 


Work was started on interior altera- 
tions to the banking room of the Peoples 
Bank, Cumberland, Maryland. These 
alterations will cost $20,000. 








The Stamford Trust Company, Stam- 
ford, Connecticut, plans on addition to 
its bank building. 


A new. bank building is planned by 
the Citizens National Bank, Newark, 
New Jersey. 


The new bank building of the Bank 
of California, National Association, 
Seattle, Washington, is expected to be 
completed late this year. It will cost 
$250,000. In its interior will be lofty 
columns faced with terra cotta. The 
main banking room is 60 x 70 feet with 
a rotunda ceiling 40 feet high. Baleo- 
nies at the front and rear of this floor 
will provide bank work space. In the 
basement will be the vaults and recrea- 
tion rooms for the employes. The floor 
of the main banking room will be of 
Escolette marble and the wood finishings 
of walnut. 
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HOW MINNESOTA BANKERS 
AID THE FARMER 


“Three cornered” cooperation between banker, 
farmer, and county agent should relieve agricultural 
depression by helping to increase farm income 


== 


SOW, COW, AND HEN 
SAVE MANY FARMERS 


By EMIL P. BOIE 


Vice President, National Bank of Commerce, Mankato, Minnesota; 


ifts from wheat production into Chairman, Agricultural Committee, Minnesota Bankers Association 





dairying, poultry, swine, corn, alfalfa 
and leguminous crops in general have 
enabled scores of farmers in the Middle 
West and Northwestern States to cut 
their losses and get their farming opera- 
tions on a profitable basis in the last 
few years. Many cases of successful 
readjustment in farm production plans 
have been reported to the United States 
Department of Agriculture by county 
agents. The reports cover 302 counties 
in Iowa, Illinois, Kansas, Minnesota, 
Nebraska, South Dakota, Montana, 
Idaho and Washington. They tell of 
cuts in wheat acreage, replacement of 
beef cattle herds by dairy herds, progress 
in poultry production, development of 
definite crop rotations, and expansion 
in the production of flax, soy beans, 
sweet clover, sugar beets, garden truck, 
and hay. 





Calvin Ulrey was named president of 
the Indiana State Bank at North Man- 
chester, Indiana, filling the vacaney 
caused by the death of A. A. Ulrey. 
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HE farmer in these days is tre- 

mendously interested in finding an 
effective means of increasing his income 
and at the same time reducing costs of 
production. He is also interested in 
stabilizing his business so that from 
year to year he may feel more certain 
of results. 

The banker is vitally interested in 
seeing this problem of the farmers 
worked out. The banker is interested 
because if the farmer prospers and has 
money to spend the merchant prospers, 
and in the business activity which results 
the banks function normally and their 
assets are liquid and profitable instead 
of “frozen” and often unprofitable. 

Those in county extension service are 
interested just as greatly, because to 
aid in the solution of the farmer’s 
problem is what the county extension 
service was created for. Insofar as the 
problem is not solved, they will feel 
that they have failed “to make good.” 

Here, then, are three groups with a 
great common  interest—an interest 
which vitally concerns each group. 

If the three do work together—and 
they are already doing that—we will 
see grow up a three-cornered co-opera- 
tion, which, if continued sympathetic- 
ally, will produce permanent results. 

The same objectives actuate banker, 
extension worker, and _ co-operating 
farmer. The first objective is to alle- 
viate, and eventually to remove alto- 
gether, the present depression in agri- 
culture by meeting the outstanding need 
of increased net farm incomes. A 
second objective is the maintenance of 
American standards of living on rela- 
tions between town and rural folks, 
making both town and country better 
places in which. to live and work. 

United, organized effort, according to 
well developed plans, will bring per- 
manent and widespread results, whereas 
individual, scattered, unorganized effort 
will lead to waste, to results which will 
not last, and to dissatisfaction and dis- 
appointment. 

To attain the objectives outlined, the 
bankers of the state and the agricultural 
extension service of the state, centering 


in the department of agriculture, Uni- 
versity of Minnesota, formulated pro- 
grams very similar in character. The 
banker’s program is not to instruet 
farmers as to how to run their individual 
farms, but to advocate and encourage: 


The development of strong community 
organizations—business, educational and 
social—as the beginning of all real prog- 
ress in agriculture. 

Practical and business-like co-operative 
marketing of farm crops, on the commod- 
ity_ contract plan. 

Economy in _ local, 
government, in order 
lowered. 

The use of purebred sires on every farm 
as a first step toward more profitable 
livestock production. 

The organization of cow-testing associa 
tion in every dairy community—a certain 
way to more profitable dairying. 

The raising of more poultry—one of the 
best-paying farm products—and of more 
alfalfa. 


and national 
taxes may be 


state, 
that 





This outline of the purposes of the 
agricultural committee of the bankers’ 
association shows the committee to be 
right in line with the state extension 
service. 

The program of the state service, as 
it reaches out into the various counties 
is this: 


Livestock—Greater production per ani 
mal at a reduced cost per unit of product; 
better balanced rations, with legumes grown 
on the farm; more cow-testing associa- 
tions; the organization of bull associations 
and the introduction of more purebred 
sires; improved poultry production through 
better housing and feeding; prevention of 
animal diseases; special effort for the 
eradication of tuberculosis; expansion of 
the ton-litter project in hog-raising; more 
and better pastures, both annual and per- 
manent. 

Crops and _ Soils—More alfalfa, soy 
beans, sweet clover and other clovers; im- 
proved and standardized varieties of corn 
and grains; better truck and garden crop 
production for home supplies; development 
of small-fruit growing and the use of sprays; 
prevention and control of plant diseases; 
demonstrations of the uses of sand and 
peat soils; development of interest in 
forest products as crops. 

Marketing—Spread of interest in co-oper- 
ative marketing; awakening of larger en 
thusiasm in ‘quality products; educa 
tional work as to transportation in rela 
tion to types of products, costs and prices. 

Home Projects—Home management, hu- 
man nutrition, clothing, poultry, gardens, 
home conveniences, and beautification. 

Boys’ and Girls’ Club Work; Dairy cat- 
tle, beef cattle, pigs, corn, gardens, bread 
making, sewing, canning, farm manage- 
ment. 


This extension service program is, 
the main, very like that adopted by the 
bankers of the state. The chief dif- 
ference is that as presented it goes into 
details a little more fully than that of 
the bankers. It merely itemizes some 


8 Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


| 





eT 





Ses tee A 


BANKERS MONTHLY for AUGUST, 


of the things needed to make the more 
general program outlined by the bank- 
ers effective. 

The extension service program, also, 
js right in line with the well known 
aims and objects of the county farm 
bureaus. 

Bankers, extension workers, farmers 
in the farm bureaus, and farmers not 
members of the local farm bureaus 
therefore have the same objectives 
ahead and are seeking to reach them 
by practically the same routes. 

Minnesota is full of examples of such 
sueeessful and helpful co-operation. 

1. The farmers of Askov, in Pine 
County, Minnesota, adopted land-clear- 
ing as one of their major projects of 
the year. The president of the First 
State Bank, L. C. Pederson, is also 
president of the farm bureau. As a 
means of aiding in the land-clearing 
work, the farm bureau is shipping in 
for farmers several carloads of sodatol, 
the war explosive used in_ blasting 
stumps. Mr. Pederson’s bank is receiv- 
ing orders for sodatol from the farmers, 
and passing them on to the county ex- 
tension serivee which orders the explo- 
sive for the farmers and looks after 
its distribution. Five ears of the blast- 
ing material are going into the Askov 
territory this spring. 

2. The story of the growth of the 
dairy business in and around Barnum, 
Carlton County, Minnesota, has been 
told over and over again. It is a story 
of banker co-operation with the farm- 
ers and the county agent. H. C. 
Hanson, a young man, went to Barnum 
in the days when Barnum was just 
watehing the passing of the logging in- 
dustry. He saw the possibilities of the 
region for dairy farming, and provided 
the money with which to buy purebred 
sires in order that the farmer-settlers 
might build up productive dairy herds. 
He was instrumental, too, in establish- 
ing a creamery at Barnum, so that the 
farmers might have a local market. 
When that was going well, he began 
to encourage attention to poultry and 
the marketing of poultry products 
through the creamery. He is now giving 
all of his time to the creamery’s busi- 
ness. The county agent has been in 
the same game, playing his part with 
banker and farmer, ever since a county 
agent was placed in the county. 

3. Down around Rapidan, Blue 
Earth County, Minnesota, in the spring 
of 1921 interest developed in shipping 
in a earload of high-grade Holstein 
cows. W. W. Hulee, cashier of the 
Farmers State Bank of Rapidan, helped 
to put over the project, though he was 
criticized for doing so on the ground 
that he was overloading the market for 
dairy cows. He believed in the project, 
however, and the result is that the 
farmers are getting from 25 to 80 per 
cent more butterfat per cow than they 


did formerly, and the market is not 
overstocked, either. 

4. The banks of Bemidji, Minnesota, 
have been giving like service, co-operat- 
ing with the county agent in promoting 
land-clearing, taking orders for explo- 
sives, advancing money for supplies, 
boosting boys’ and girls’ calf and other 
clubs, and in general making the wheels 
go ’round for more profitable farming. 

5. In northern Minnesota wa’ a town 
with a ereamery which was in a hard 
way. The creamery had been started 
to furnish a local marketing for the 
farmers having cows. But it had not 
done well. One of the banks of the 
town took on a heavy burden in trying 
to make the creamery go. Finally it 
appealed to the county agent. The 
county agent took hold, and now the 
creamery, with county agent, bank and 
farmer behind it, is on the ) 
suecess. 

The need is to promote this drawing 
together of these groups which have a 
common interest—that of the develop- 
ment of more profitable farming. 

How is this to be done? That is, how 
may the three forces be so organized as 
to co-operate effectively ? 

The Minnesota Bankers’ association 
is providing for a county agricultural 
committee, with a live banker as chair- 
man, in every county in the state. It is 
his business to try to see that the state 
association’s program is earried out in 
his county. To, do this, the county 
chairman is not going to attempt to 
set up any new machinery of his own. 
On the contrary, he is going to try to 
co-operate with the forces already in 
the game—the co-operating farmers, and 
the county extension worker. 


It is suggested that the chairman of 
the bankers’ agricultural committee meet 
with the county agent in the county, 
and these two select a farmer who will 
agree to work with the others in the 
county program. This committee could 
well meet with such groups as the county 
commissioners, county bankers’ associa- 
tion, creamery boards, elevator directors, 
co-operative marketing locals, the ex- 
ecutive committee of the farm bureau, 
and other groups in position to aid 
materially in the agricultural program. 
New projects, as they develop in the 
agricultural needs of the county, could 
he diseussed by this committee, and 
assistance given to the right kind of 
publicity. 

In those counties that do not, at 
present, maintain an organized exten- 
sion service with a county agent, the 
bankers’ agricultural committee could 
well appoint farmers on the committee 
and the state extension service at Uni- 
versity Farm will be glad to co-operate 
in any way it can in furthering the 
agricultural interest of the county. 
This arrangement would give a point 
of contact and place a responsibility on 
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Statements of Condition. 


at close of business June 30, 1924 


DROVERS NATIONAL BANK 


Resources 


Loans and Discounts 
U. S. and Other Bonds... 


. $10,442,759.53 
1,559,625.00 


Stock in Fed. Res. Bank. 37,500.00 
Interest Accrued 15,213.91 
Overdrafts 5,100.07 


Cash and Due from Banks - 3,917,604.01 
$15 977,802.52 
Liabilities 


Capital Stock . $ 1,000,000.00 


Surplus and Profits = 479,845.56 
Reserved for Taxes, Etc. .. 126,184.57 
Reserved for Unearned Int.. 82,935.32 
Dividends Unpaid 25,212.50 


14,263,624.57 
$15,977 ,802.52 


DROVERS TRUST 
& SAVINGS BANK 


Resources 
_ Demand Loans Secured..... 
Time Loans Secured........ 
Other Loans and Discounts. . 
U.S. and Other Bonds....... 
Cash and Due from Banks.... 


PNG inn Ck KERMOO EKA SES 


$2,783,230.51 
1,308,749.05 
1,801,259.49 
1,352,553.54 
1,043,712.26 
$8, 289,504.85 
Liabilities 
Capital Stock 


$ 250,000.00 
Surplus..... 


250,000.00 


Undivided Profits.......... 213,717.31 
Reserved for Taxes, Int., Etc. 52,860.93 
Dividends Unpaid.......... 7,500.00 
Deposits (Savings) 7,515,416.61 

$8 289,504.85 


Combined Deposits 
$21,779,051.18 


ROVERS 


NATIONAL BANK =<» 
TRUSI& SAVINGS BANK i 
Union Stock Yards, Chicago 


Large enough for a complete service covering every phase 
of modern banking; but at the same time keeping a close 
personal interest in you and your financial affairs. Use 
The Drovers Banks. \ 


HOW REAL ESTATE TAXES 
BURDEN THE FARMER 


State and county real estate taxes 
since 1920 have absorbed a large pro- 
portion of the income from rent on 
farms in various parts of the United 
States, says the United States Depart- 
ment of Agriculture. There is reason 











a definite organization for the exten- 
sion work that might be developed. 
The plan of co-operation will have to 
be worked out in detail to meet the. 
needs in each of the counties, but, with 
representatives of the three forces 
putting heads together to solve a 
county’s problem or to work out a 
county’s plan of attack on the problem 
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of a more profitable agriculture, there 
should be rapid progress, and perma- 
nent results of a most satisfactory sort. 
Depression should give place to confi- 
dence, standards of living should be 
maintained, and business and _ social 
relations between the people of town 
and country should take on new interest, 
making both town and country better 
places in which to live. 


C. F. Coffee was elected president of 
the Sioux National of Harrison, Ne- 
braska. 


to believe, indeed, the department says, 
that taxes on many of the less favored 
farms have absorbed all the income from 
rent. 

This conclusion is based on a. tax 
study made in 26 States for the year 
1919, and on the fact that since that 
year taxes have generally increased 
while rents have been reduced. Local 
rather than State taxes are held re- 
sponsible for the greater part of the 
burden. In most counties property 
taxes are levied chiefly to support 
schools and public highways. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


In studying the 1919 tax situation, 
the department made surveys of cash 
rented farms in certain counties in Ney 
York, Pennsylvania, Ohio, Indiana, []j. 
nois, Michigan, Wisconsin, Minnesota, 
South Dakota, Iowa, Nebraska, Kansas, 
Virgiina, North Carolina, Georgia, Ala. 
bama, Mississippi, Tennessee, Arkansas, 
Oklahoma, Colorado, Utah, Idaho, 
Oregon, California and Arizona. The 
census records supplied information as 
to the size of farms, cash rents paid, 
land valuations, and improvements, 
Data as to taxes levied and assessed 
valuations were obtained from official 
records by representatives of the de. 
partment who personally visited county 
seats. 

It is believed the general outline 
sketch of the tax situation revealed by 
the study throws light on the tax 
problem as it affects farmers in all parts 
of the country. In the southern areas 
studied, real estate taxes were found 
to have absorbed about 10 per cent of 
the net cash rent from farms in 1919, 
In 9 North Central States property 
taxes consumed from 12 to 25 per cent 
ot’ the net rent in the same year. In 
Western States the ratio varied from 
less than 10 per cent in California to 
38 per cent in one county in Oregon. 
Tax ratios were higher in some States 
where no ad valorem taxes were levied 
for State purposes than in other States 
where such taxes were levied. 


Taxes are compared with cash rents 
by the department because cash rents 
are the best available index of the earn- 


ing power of farm real estate. Land 
values alone, the department points 
out, are not reliable indexes of tax- 


paying ability because they are based 
not only on present earning power but 
on anticipated increases in earnings 
Current farm land earnings, in fact, are 
usually the basis for only a small part 
of the farm land valuation. On the 
farms in this study the rent in most 
cases accounted for less than half the 
census valuation. The rest of the valua- 
tion was attributable to other factors, 
the chief of which in most cases prob- 
ably was the expectation of increased 
future earnings. 

Present taxing methods which take 
land valuations without considering farm 
earnings as the basis of taxation are 
objectionable, the department. 
Land values, it points out, include anti- 
cipations of future earnings which may 
never be realized. Such anticipation 
in any ease add nothing to the farmer’ 
present ability to pay taxes. Annual 
income is usually the only source from 
which taxes can be paid. As average 
cash rents are the best index of the 
earning power of farm real estate, the 
truest measure of the tax burden the 
farmer is carrying is the ratio betwee 
average taxes and average cash rents 


says 
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SIMPLIFYING FARMER’S 
ACCOUNTING PROBLEMS 
(Continued from page 23) 
delivered to us. We then proceed to 
write up the checks and deposits for 
the various accounts, post them to our 
ledger, take off a trial balance and 
make up a monthly statement of income 
and disbursements and balance sheet. 
Copies of these statements are kept on 
file for our record and the originals are 
forwarded to our patrons, together with 
their checks. The balance sheet sub- 
mitted shows the actual financial status 
and present worth at the end of each 
month and the statement of disburse- 
ments and income includes the total 
of the items at the beginning of the 
eurrent month, the total for the current 

month, the total to date. 

At the end of each year depreciation 
is figured on all the depreciable assets 
and the various income and expense ac- 
counts are closed into profit and loss 
and an annual financial statement made, 
together with an annual statement of 
profit and loss. All of the statements 
are made up in the simplest possible 
form, in order that the farmer may see 
at a glance the total of his assets, his 
liabilities, his present worth and the 
total expense of his ranch as well as a 
detailed segregation of the different 
accounts at the end of the year. 

In keeping the books for such a large 
number of accounts, it would be im- 
practical to try to keep individual sets 
of books for each one. All the accounts 
in our cash journals and ledgers are 
arranged alphabetically. These accounts 
are separated by division leaves on 
which are attached a tab with the 
patron’s name printed on it. 

Aside from the benefits to the farmer 
in having a complete set of books and 
statements furnished monthly, we have 
found from experience that the cost to 
the farmer of keeping his accounts is 
more than offset by the saving in the 
amount of income taxes paid. Few 
farmers are taking advantage of all the 
deductions allowable, especially depre- 
ciations on orchards. 

As an illustration of the saving to 
customers of the farm accounting serv- 
iee, the case of one of the first farmers 
to come in to have his income tax made 
out may be mentioned. He was the 
owner of a valuable lemon and orange 
orehard and his income tax always ran 


into four figures. He brought in a slip: 


of paper showing a large income and 
only a few expenses, all of which were 
in even figures. I explained to him 
that I thought that his expenses were 
small in proportion to his income, and 
advised him to bring in his bank state- 
ments and checks so that we might go 
over them. He was an old man and 
fussy. Immediately he exclaimed, “You 
young fellows have always got some 
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crazy idea. I have been making my crops raised. In our experience with 


returns this way for years.” Finally 
he was persuaded to bring in his ac- 
counts, and after computing his in- 
terest correctly and taking the proper 
depreciations, we saved him more than 
$500 in taxes. 

It would be impossible to estimate the 
total saving to all our patrons over a 
period of four years. Numerous claims 
have been filed for taxes of previous 
years and thousands of dollars have been 
refunded. One claim received for a 
farmer for a single year was more than 
$1000, and an oil company over a 
period of three years was saved $100,- 
000. This department has also filed 
numerous claims for the bank both for 
Federal and State taxes and refunds 


have been received amounting to 
thousands of dollars. 

Our experience shows that the 
farmer, even if capable of keeping his 


accounts does not feel like doing the 
work after returning home late in the 
evening from a hard day’s toil. It takes 
considerable time to keep these records, 
and the farmer is one of the most 
ardent advocates of “early to bed and 
early to rise.” 

The State Colleges of Agriculture 
and the Farm Bureau Federation have 
tried to impress upon the farmer the 
necessity of keeping accurate cost 
records of the various products and 
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these accounts we have found it almost 
impossible to get the farmer to keep 
these records. Cost accounting of farm 
products can be done in a department 
of this kind, and in fact is being done 
in some eases. This, however, requires 
an extra amount of labor both to the 
farmer and to the department. 

The fact that we have never lost an 
account in the last four years is an 
indieation of the popularity of this 
banking service with the farmers. 

The charges vary according to the 
amount of work on each account and 
will run from $5 to $20 a month, with 
a minimum of $5. The average is about 
$8. All fees are charged to the patron’s 
account quarterly. 

The total profit of this farm aeeount- 
ing department in our bank for the 
four year period ending in 1923 was 
$7,711.10, but from this should be de- 
ducted profit-sharing fund of $4,441.46 
paid to the employes, as well as other. 
overhead cost to the bank. Any profit 
made has been made from other sources, 
as all farm accounts are handled on an 
actual cost basis. 

The chief advantages of the depart- 
ment are the fact that the bank has 
correct financial statements on file at 
all times, and a closer and more in- 
timate relationship between banker and 
farmer is developed. 
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NVESTMENT banking and commer- 

cial banking are closely related. Each 
involves the extension of credit; in the 
first mainly long-time credit, and in the 
second, short-time credit. So closely are 
the two functions allied and so supple- 
mentary are they to each other that of 
late years, commercial banks throughout 
America have entered very largely into 
the investment banking field, either di- 
reetly or indirectly. 

The direct method of getting into this 
business is through establishing an ac- 
tive bond department as a part of the 
bank, and the indirect method is through 
the establishment of a securities com- 
pany owned or controlled by the bank. 
Many large banks, such as the Con- 
tinental & Commercial combined institu- 
tions of Chicago, have both a bond de- 
partment and a _ securities company, 
while the National City Bank in New 
York, conducts its investment banking 
through the means of the National City 
Co., which it owns. 

A properly conducted bond depart- 
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Fire Protection 


The New Orleans Fire Department 
made up of 58 companies and 659 
active members, is completely motor- 
ized, being equipped with 73 pieces 
of modern, motor-driven, firefight- 
ing apparatus. 

The high efficiency of this depart- 
ment is shown by the fact that out 
of 1049 fires in 1923 on property val- 
ued at $32,963,916 the actual loss was 
2 1-4%, as compared with an average 
loss of 6 2-3% for the whole United 
States. 
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THE BOND DEPARTMENT ‘e 
SOURCE OF PROFIT 


While supporting itself it can be used as 
a means of obtaining new business for 
the bank and of holding present patrons ‘ 


By WILLIS K. CLARK 


Manager, Bond Department, Ladd and Tilton Bank, Portland, Oregon 


ment is a valuable adjunct to a com- 
mercial bank. Not only can it be oper- 
ated at a profit which should form some 
considerable part of the bank’s divi- 
dends, but it may be used as a means 
of obtaining new business for the bank 
and of holding the business of its clients. 
There are, however, greater responsibil- 
ities attached to the operation of a bond 
department for a bank than to the 
operation of an independent bond house. 
Banks very properly, through the tradi- 
tion of years, have come to enjoy a 
certain prestige and reputation for 
sound financial judgment, in the minds 
of the community, and a considerable 
portion of the people who invest their 
money through the bond department of 
a bank, do so because of their belief 
in the bank’s integrity and judgment, 
and rely on this rather than on their 
own analysis of the securities in ques- 
tion. Therefore, if anything should go 
wrong with the securities so purchased, 
they would hold the bank much more 
accountable than where they had pur- 
chased securities through a bond house. 

For this reason, a bank must confine 
its dealings in securities to the more 
conservative types and cannot afford, 
from motives of immediate profit, to go 
into speculative issues. It has the 
further responsibility of protecting its 
clients—in protecting them so far as 
it is possible in the event that something 
goes wrong with the securities which it 
has sold them. 

The successful operation of a bond 
department as well as successful com- 
mercial banking, depends primarily on 
sound judgment. There are, however, 
certain more or less well-defined lines 
along which an institution can proceed 
with relative safety. These lines vary 
with changing conditions, and safe guide 
posts at the moment might be decidedly 
unsafe a few years hence. 


The bond business, if analyzed, will 
be seen to consist of two primary fune- 
tions; first, the extension of credit in 
the form of secured loans, and second, 
the distribution of these loans to the in- 
vesting public. The procedure is not 
so very different from commercial bank- 
ing except that a commercial bank must 
first have, through its deposits and other 
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resources, the credit to extend before 
it ean make loans, whereas in investment 
banking, the making of a loan is pre. 
dicted upon confidence that the loan so 
made ean be sold to investors. 

This feature of investment banking 
makes it more of a merchandising busi- 
ness than commercial banking, and in 
addition to the usual requirements of 
a safe loan, namely, those of ample 
security and sufficient earning power 
on the part of the borrower to liquidate 
the obligation, must be added in a satis- 
factory bond issue the third essential 
of salability to investors. 

Bond and stocks are enormously di- 
versified in kind and character. The 
two fundamental distinctions are invest- 


ment bonds and stocks as_ against 
speculative bonds and_ stocks. The 
dividing line is frequestly hard to 


determine, but in the main, the distine- 
tion is one of a record of past perfornm- 
ances as opposed to no performance at 
all. Of the elasses of bonds, the broad 
general divisions are: Government, po- 
litical subdivisions of governments, rail- 
roads, public utilities, industrials, real 
estate and timber bonds. Both good and 
worthless securities can be found in 
every class without exception, so that 
an institution, which endeavored to safe- 
guard its policy by confining its deal- 
ings to one class only, would not neces- 
sarily be safe within any particular 
class. 

The value of government securities is 
a problem in the political stability of 
governments and the faith and eredit 
of nations. External obligations are 
better secured than internal obligations 
because they involve the question of 
good faith and maintenance of credit 
with the rest of the world whereas an 
internal obligation is a responsibility of 
its own people which might be evaded 
by depreciation of currency, extension 
or even repudiation without necessarily 
breaking faith with other nations. 

Since the war, the United States has 
assumed a leading position in world 
banking. We are, therefore, constantly 
faced with the necessity of analyzing 
foreign government securities whereas 
prior to the war, this was comparatively 
little known or understood in the United 
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States, the bankers of Great Britain, 
France, Germany and Holland having 
undertaken the greater part of interna- 
tional financing... This international 
banking has become one of the most im- 
portant functions which American 
bankers are called upon to perform. The 
development of the export business of 
all sections of the United States is to 
a degree dependent upon the extension 
of long-time credits to potential foreign 
purehasers of American products. This 
seems so obvious and such a simple busi- 
ness proposition that it would seem ap- 
parent to everyone and yet many of 
our bankers and most of our politicians 
fail to recognize this principle and look 
upon the extension of credit to foreign 
nations as a dissipation of our resources 
and sending money out of the country, 
failing to reflect that Great Britain and 
France and Germany became world 
powers and developed their commerce 
in all quarters of the globe through this 
policy of financing the prospective pur- 
chasers of their products. 

In political subdivisions of govern- 
ments, there are the general classes of 
bonds secured by taxes, by revenues and 
by assessment liens. Obviously two 
principal factors determine the worth 
or worthlessness of such securities; first, 
the ability to meet the taxes or revenues, 
and second, the moral responsibility and 
desire to do it. 

The intelligent analysis of a tax or 
revenue secured bond requires a knowl- 
edge of the laws under which such 
instrumentalities are issued. One of 
the principal safeguards in this class 
of security is the debt limit imposed by 
the constitution of most states on their 
political svibdivisions. To make this 
clear by a concrete illustration, the con- 
stitution of the State of Oregon permits 
school districts to issue bonds in an 
amount not exceeding 5 per cent of the 
assessed valuation of the taxable prop- 
erty within the district. Such limits are 
a guard against political extravagance 
and taken in connection with the factors 
of property value, size and character 
of the population of the district and the 
general economie conditions affecting 
the district, form a basis for analysis 
which should be easy for any bank 
officer to master. 


Railroad bonds, prior to the war, were 
more actively traded in throughout the 
eastern United States than any other 
type of bond security. The savings 
bank laws and the laws regulating the 
investment of trust funds and insurance 
company funds in eastern states, in 
most instances, give preference to under- 
lying railroad bonds, so that there is in 
@ sense a preferred class of rails which 
because of legislative restriction, have 
found a market in New York and Massa- 
chusetts savings banks with which other 
securities of probably equal intrinsic 
value cannot compete because they are 
not legal for such purpose. 
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Are You Ready 


for.an Active 


Bond Market? 


LL indications point to the fact that 

we are going into one of the most 

active bond markets this country has 
experienced in many years— 


Low interest rates 
A lessened demand for money 
Conserved investment funds 


Are you ready to take advantage of this 
situation—to get your share of this in- 
creased bond business? Have you the 
types of securities for which there will 
be a big demand this fall? 


And, are you getting the co-operation’ 
and service to which you are entitled 
from your bond house? 


If not, it will pay you well to get our 
current list of securities and consult our 
bank service department for valuable 


sales assistance. 


BANK SERVICE DEPARTMENT 


Hyney, Emerson & Co. 


39 South La Salle Street, Chicago 


1st Wisc. Nat’l Bank Bldg. 
MILWAUKEE 





Public utility securities are coming, 
daily, into greater prominence and favor 
with investors. The greatest present 
development in the country is in publie 
utilities and the demands of these com- 
panies for capital loans to finance this 
The situation 
seems to be mainly -wholesome and 
economically sound. In the great ma- 
jority of cases, expansion of these com- 
panies is merely keeping pace with the 
demand for the product which they have 
to sell. 


There are two principal factors which 
throughout the country at large, have 
put publie utility securities in a favor- 
able position; first, the creation by every 
state, I believe without exception, of 
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publie service commissions whose 
powers, while regulatory and in some 
instances perhaps too drastic in their 
regulation, nevertheless, have served to 
set up uniform systems of accounting, 
management and operation, and one 
most important principle which they 
have recognized is the necessity of 
permitting the utility companies to 
charge rates which will permit not only 
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the payment of interest on their funded 
debts, but also the payment of dividends 
on their junior securities where the 
property value of the company 
properly represented by bonds, prefer- 
red and stocks without infla- 
tion. 


is 
common 


This principle has been repeatedly 
recognized and confirmed by state and 
federal courts. The recent decision by 
the Supreme Court of the United States 
in the ease of the Southwestern Bell 
Telephone Co. versus the Public Service 
Commission of the State of Missouri, not 
only gives practical application to the 
principle that rates must be fixed to 
pay a fair return on the value of the 
property, but goes on to emphasize the 
principle that in establishing value, eon- 
sideration and actual weight must be 
given to present costs of labor and ma- 
terial. From the viewpoint of the in- 
vestor in publie utility securities, this 
decision is most reassuring, it being a 
guarantee that where outstanding securi- 
ties properly represent capital invested 
for public service, rates will be per- 
mitted to allow the company to meet its 
interest and dividend charges on a fair 
basis. 


The public utility securities which 
commonly find their way into the hands 
of the investor are either bonds or 
preferred stock and these are usually 
issued only for the purpose of capital 
expenditures in improvements and 
betterments. In other words, they di- 
rectly represent property value. The 
conventional form of publie utility 
mortgage securing bonds is an “open- 
end” mortgage which provides for the 
issuance under the same mortgage of 
additional bonds for additions and 
betterments to the property, under re- 
strictions. 


ee 


The percentage of the cost of such 
improvements for which bonds may be 
issued, varies in different mortgages. A 
usual provision is to permit issuance 
for 75 per cent of the cost of improve- 
ments, with the additional restrictions 
contained in most indentures that earn- 
ings available for interest charges on 
the total bonded debt, must, for at least 
a year previous to the issuance of the 
bonds, have been one and three-quarters 
or two times the total interest require- 
ments. The 25 per cent equity is fin- 
anced by the sale of preferred or com- 
mon stock, or made up out of earnings. 

In considering publie utility bonds, 
it is not essential that there should be 
the same stock equity or equity repre- 
sented by other junior securities which 
safety would demand of an industrial 
or real estate- issue, but nevertheless 
there should be a proper balance main- 
tained in the financial structure of a 
utility company. The most satisfactory 
publie utility bonds are those of com- 
panies which have been able to build up 
a relatively large equity in junior secur- 
ities, thus making it unnecessary for 
them to exhaust their maximum bond 
issuing capacity under their bond mort- 
gages. 

The second important factor lies in 
the policy followed by most of the lead- 
ing utility companies, of selling stock 
to their consumers and to the general 
publie in the territories which they 
serve. This policy, in addition to build- 
ing up a margin of security over and 
above the mortgage debt, is an ex- 
cellent safeguard against political per- 
secution and creates a good will toward 
the company and a community interest 
in it which is of great value. 

Industrial bonds as a class are dif- 
ficult to cover in any general statement 


You are cordially invited to make use of our 
organization for the purchase and sale of well- 
secured bonds, short term notes and acceptances. 
Each of our offices is equipped to render the 
best possible investment service. 

Offices in more than 50 cities in the United 
States and Canada. 11,000 miles of private wires. 


CHICAGO 
PHILADELPHIA 


MONTREAL 
SAN FRANCISCO 





because each issue depends more upon 
individual analysis than any other type 
The greatest difficulty lies in the fag 
that in an industrial security, probably 
to a greater extent than in any other 
class, the factor of management of the 
issuing corporation predominates. Hoy. 
ever, in the general class of industrial 
bonds are found some of the highey 
grade securities in the world. 


The bonds of the United States Steg 
Corporation and the General Electric 
Co. are regarded as the peer of any 
bond investment. Past performance, 
present showing, and future prospects 
are essential factors to consider in any 
investment. More than ordinary at 
tention should be paid to these factors 
in considering an investment in indus. 
trial bonds. Not only should a con- 
pany show a good and consistent earn. 
ing record for a period of years, but 
attention should be given to the ques- 
tion as to whether or not the same condi- 
tions which have made the industry 

F some are apt to continue, whether 
the industry is well located geograph- 
ically, and in the question of manage 
ment, what assurance there may be that 
the successful management of the past 
will be perpetuated in the future. 


These questions which come up before 
the credit department of any commercial 
bank daily, regarding the eredit stand- 
ing of the industries which they are 
financing, must receive far more careful 
consideration in analyzing a bond issue 
to be put out by one of these concerns. 
A situation which would clearly justify 
a ninety-day commercial credit, might 
not be of sufficient permanence in char- 
acter to assure successful operation 
over the period of a long-time bond 
issue. <A foreclosure against the real 
estate, plant and equipment of a 
defunet industry is apt to be most u- 
satisfactory to the bondholders; there- 
fore, a wise provision which will be 
found to be contained in the indentures 
of many of the best industrial issues, 
will be for maintenance of a certain 
ratio of current assets to current liabil- 
ities in the balance sheet of the issuing 
corporation which is a guarantee that 
so long as the bonds are outstanding, 
the company will continue to be i 
liquid condition, and failure to maintain 
this position, will enable the bond- 
holders to protect their interests by ereat- 
ing an immediate receivership long 
before there might be any actual default 
in interest or principal of the bonds. 


Real estate bonds are good security 
only to the extent that there is a coll 
bination of ample security and sufficient 
earnings from the mortgaged property 
to take care of the principal and it- 
terest of the bonds. Bonds of this type 
should almost without exception be 
either serial in form, or provide for 4 
sinking fund out of the earnings of the 
property to retire the principal. The 
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serial maturities or sinking fund should 
be in excess of a fair estimate of de- 
preciation of the property, and the best 
types of such bonds would provide suf- 
ficient sinking fund or serial payments 
to liquidate the entire loan at maturity. 
This, however, is not always possible 
and many safe loans are made on a basis 
which necessitates a certain amount of 
refunding of the last maturities—the 
smaller the amount which is left to be 
refunded, the better. Real estate bonds 
are gaining in favor and properly so 
when they are issued in_ econser- 
vative amounts and against ineome- 
bearing property. 

Timber bonds, in general, are satis- 
factory only against operating property 
where the timber is being cut out and 
a sinking fund of so much per thousand 
feet set up as the timber is cut, to 
liquidate the issue. This is a highly 
specialized business. There have been 
terrific losses in timber bonds in the past 
—to such an extent, in fact, as greatly 
to impair their general marketability. 
Certain investment bankers, however, 
have handled timber issues for years 
without a loss, and issued for a con- 
servative amount against timber which 
is being cut under competent manage- 
ment and is advantageously located, 
there seems no good reason why timber 
should not be a proper basis for a bond 
issue. 

Investment banking in America, while 
it has already assumed enormous pro- 
portions, is only in its infaney. The 
public at large is being educated in in- 
vestments. 

Prior to the war, there was only a 
small handful of bond investors. The 
well-informed banker of today should 
be conversant with the various types of 
investment and in a position to give 
some sound advice to his clients who 
seek counsel on his subject. 

If a widow, with a total estate of 
$20,000 resulting from life insurance, 
asks a banker how to invest this $20,000 
the banker is faced with the problem 
of obtaining for this woman the maxi- 
mum of return consistent with practical 
security. If he advises her to put all 
her money into United States govern- 
ment bonds, he performs only half of 
his duty. While he is undoubtedly sug- 
gesting the safest investment which we 
know of at the present time, he is also 
obtaining for his client an income upon 
which she will probably be unable to 
live. In her endeavor to obtain an ade- 
quate income, she is apt to go to the 
other extreme and fall an easy prey to 
the smooth-tongned salesman of promo- 
tion stock who promises an extravagant 
return, with the result that she will 
probably lose the money that she puts 
into his scheme. 


While it is obviously not practicable 
for every bank officer. to be conversant 
with all the investment securities being 





Safety.... 
and a Good Return 


















"THERE is no substitute for the safety 

ofaninvestment. If safety is lacking, 
investment ceases and speculation 
begins. The safety of an investment 
depends upon what is back of it. 


American Telephone and Telegraph 
Company stock, of which over 
$748,000,000 par value is now out- 
standing, is based on the company’s 
substantial ownership in Bell System 
properties; is backed by tangible 
assets in these properties of approx- 
imately twice its par value; and is 
held by more than 300,000 people. 
The telephone service supplied by 
these properties is unique and essen- 
tial to social and business life and its 
value exceeds the price paid therefor. 


The earnings of the Company come 
from its own operations, from its 
ownership in Bell System properties, 
and from other investments, and 
not being dependent on any one 
company or any one section of the 
country, are thus assured of stability 
and are virtually independent of 
depression. 
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offered in the market, it is essential that 
each officer should have some idea of 
the real principles underlying sound 
securities so as to be in a position to 
give intelligent advice. This knowledge 
will also be of value in the selection of 
investments for a bank’s funds. 

Of course, 
United States 


with the exception of 
government bonds, no 


. form of bond investment is legal to 


secure credit with the Federal Reserve 
Bank. This fact makes it more neces- 
sary that securities purchased should 
have a ready market. By this, however, 
it is not meant that the securities should 
necessarily be listed on one of the large 
stock and bond exchanges. There is 
more trading in bonds off the exchange 
than there is on the exchange. Generally 
speaking, what the banker should look 
for is a security rather nationally known 


A.T.& T.Company stock pays 9% div- 
idends. It can be bought in t 
market to yield over 7%. Write for 
pamphlet, “Some Financial Facts.” 


“=4BELL TELEPHONE 
SECURITIES CO. ne 


D.F. Houston, President 
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NEW YORK 


in character which has more than a local 
market. 


Much attention should be given on the 
part of the purchasing bank, to the 
strength and character of the issuing 
investment house which puts out the 
issue and in the ease of a large syndicate 
issue, to the character and ability of the 
originating syndicate. A _ high-grade 
bond which is not properly syndicated 
will fall off in price. A well-conducted 
syndicate will not only make a good 
primary distribution of an issue, but 
will also provide a strong secondary 
market to take eare of the natural 
liquidation which occurs in any security. 
If this secondary market is strongly 
provided, the issue will stand up in 
price or even advance, whereas, if no 
attention is paid to maintaining a sec- 
ondary market, many of the best secur- 
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ities on the market will fall off from 


lack of support. 

It is relatively simple to look up the 
record and standing of any investment 
banking institution. It is also com- 
paratively simple to learn which of the 
big originating houses in the United 
States syndicate their issues properly 
and make a provision for a secondary 
Of course, the best of them 
occasionally fall down, but in a general 
way, it is possible to determine which 
of them follow the best practices in 
their syndication and in their arrange- 
ments for market support. 

Present-day syndication of securities 
is a long chapter in itself. Briefly, 
practically all the large foreign govern- 
ment loans and big corporation issues 
as well as the large state and municipal 
issues are handled by syndicates. Syn- 
dicates, as the term implies, are groups 
of banking houses joined for the pur- 
pose of making and distributing these 
loans. 

In considering general classes of bonds 
for bank investment, municipals are not 
On 
freedom 
and are 
securing 


as liquid as corporation securities. 
the other hand, they enjoy 
from federal income taxation, 
with restrictions, available for 
deposits of public money as well as 
postal deposits. Even in 
municipals, it is possible to make a 
selection of bonds which enjoy a fairly 
good market. 


savings 


Another principle which it is well to 
bear in mind is that there is bound to 
be less fluctuation in a short than in a 
long-time bond because in short-time 
securities a small change in price means 
a considerable change in yield, whereas 
in long-term securities a bond may 
fluctuate several points without mater- 
ially affecting its vield. As a general 
rule, therefore, comparatively short-time 
bonds will be found more satisfactory 
as a bank investment. 

Commercial bankers today, whether 
they like it or not, are in a greater or 
less degree’ already in the investment 
banking business. 

It is fast becoming, therefore, an es- 
sential part of a banker’s mental equip- 
ment to know about bonds, the security 
back of them, the laws affecting them, 
principles of syndication, and factors 
affecting return and marketability. The 
banker who makes an effort to acquaint 
himself along these lines, will become 
increasingly valuable to his institution. 


At a recent meeting of the board of 
directors of the San Benito Bank and 
Trust Company, San Benito, Texas, Ed 
H. Downs was elected president of the 
bank, to succeed T. H. Clark. 


P. M. Lamberton resigned as vice 
president of the First National Bank 
of Brownsville, Texas. 


NEW RESERVE RATE AIDS 
SECURITY MARKET 


OUTSTANDING among the factors 

that have brought about the redue- 
tion in the rediscount rate by the Fed- 
eral Reserve Bank of New York to 31% 
per cent, is the evidence of the ease 
and abundance of money. While this 
may be attributed in some measure to 
the slackening in demand from industry 
and commerce, in still greater measure 
it may be eredited to the abounding 
wealth of the country and our great 
gold reserves. The rate of 34% per cent 
for New York and Boston is the lowest 
since the war, and with the exception 
of the so-called “expediency rate” of 
3% per cent in 1917, when the redis- 
count quotation on loans secured by 
government paper was placed uncom- 
mercially low to facilitate the floating of 
the Liberty loans, it is the lowest for 
all time. In passing it may be stated 
that quotations on bankers’ acceptances 
have declined not only to the lowest pre- 
war level, but have been actually lower 
than at any time before the war. 

The rediscount rate of 34 per cent 
is now the lowest for any central bank 
in the world. The nearest approach is 
the 4 per cent rate of the Bank of 
England, and the 4 per cent rate pre- 
vailing in Switzerland. In Italy, the 
rate is 5% per cent, the same as in 
Belgium. Japan has a rate of 8 per 
cent, Denmark, 7, Germany 10, Poland 
12, Austria 12, while Hungary tops the 
list with a rate of 18 per cent. The rate 
in France is 6 per cent, and in Holland 
5. 

The causes for the rediscount reduc- 
tion, as stated above, are two-fold, 
partly owing to slackening of business, 
but still more so as a result of the steady 
inflow of gold from Europe, which has 
widened the basis for credit operations 
at a time when demand for accommoda- 
tion was falling off. 


It is not expected that the low redis- 
count rate will be a stimulant to bus- 
iness, at least directly so or in the im- 
mediate future. That it will have, as 
is usual, an influence on the market for 
seasoned investment securities, there can 
be little question. The abundance of 
money also provides an opportunity for 
new security flotations, and with the 
proceeds of funds thus obtained there 
may be a disposition to embark on 
fresh undertakings thus provided ‘with 
capital. Confidence in our banking 
structure should react favorably on the 
business sentiment of the country, and 
in this way cause a revival of activity— 
Wollman’s Review. 


L. W. MeCrory, resigned as cashier 
of the Arkansas National Bank, Hot 
Springs, Arkansas. He has gone to 
Wichita Falls, Texas where he has an 
interest in the oil business. 


SAVINGS STEPPING STONE 
TO INVESTMENTS 


By Ropert STEVENSON, Jr, 
President, Stevenson, Perry, Stacey Co., Chicago 
LL banks have reserves. Hoy 
many of the 42 million worker 
who create the wealth of this country 
have reserves? How many have eyey 
ever thought of such a necessity? There 
is the startling and amazing difference 








Ee 
ROBERT STEVENSON, JR. 
between banking and between the oe- 
cupations of the rest of the 42 millions 

outside the banks. 

Reserves are essential for success or 
the carrying on of any occupation. The 
business or the man that maintains re. 
serves is better equipped to meet un- 
avoidable slack times or 
periods. 

There is no more important public 
service than that performed by savings 
banks and the savings departments of 
banks and trust companies. Savings 
accounts are the most universal, the 
primary and most practicable form of 
reserves for most people. They are 
the place where it is most logical for 
people to begin the soundest business 
practice, that of starting and building 
up reserves. Three or four per cent in- 
terest is the most insignificant part of 
a savings account. Vastly more im- 
portant is the perhaps more intangible, 
but still actual value of the savings ac- 
count as a reserve and stepping stone. 
That is the true picture of the savings 
account. Unfortunately it is the picture 
that most of the publie does not see. 
The savings account will have to be sold 
to the public, not as a three or four- 
per-cent-yielding investment, but as 4 
reserve and a stepping stone, before it 
will ever receive more than a fraction 
of the appreciation it deserves. 

Officers of savings banks or depart 
ments say they long have realized that 
—but what can be done about it? 
Should the savings bank or savings de 
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partment urge its depositors to draw 
out their money periodically and put it 
into bonds? The banks thereby would 
voluntarily give up the use of such 
deposits, and what would they get for 
it? For some banks, especially those 
with bond departments, such a_ policy 
would be sound, profitable and an im- 
provement over the present and gener- 
ally accepted policies. It would be an 
advance in better banking. The point 
is that there is vital need for more 
savings by more people, that the savings 
bank or savings department is one of 
the most potent forces to such an end, 
that the savings bank has something 
more valuable than three or four per 
cent to sell its depositors, and that the 
savings bank is not cashing in on it. 

There is keen competition in the 
banking business. But how wonderfully 
and constructively different it is from 
the bank competition of 30 or 40 years 
ago, when it took a cut-throat policy, 
bank against bank and the devil for the 
hindmost. Today it is co-operative 
competition, everybody keen for busi- 
ness, but everybody eager to conserve 
the whole banking business as well as 
kis own institution. And the result, 
inereased and well-deserved publie con- 
fidence and growing business. But that 
co-operation has not gone far enough. 
It should go, and inevitably it will go, 
to greater co-operation between the two 
great banking fields, the commercial and 
savings banks on the one hand and the 
investment banks on the other. The 
time has come for the commercial and 
the savings bank to make greater use of 
the investment banking house, for they 
are not competitive—they are supple- 
mental. 

While some larger institutions offer 
their savings depositors the service of 
their bond departments, that service is 
too often inadequately presented. There 
is an actual, if silent, feeling that the 
savings department is losing business, 
hurting itself, when it sends business 
to the bond department. It must be 
admitted that the increase in savings 
deposits is large when measured by 
naked figures, but when those figures 
are weighted with their correct values 
much of this so-called increase melts 
away and leaves the disconcerting fact 
that neither the savings banks are 
getting enough new business nor are the 
workers saving enough. Three or four 
per cent has failed to attract. The 
reserve and stepping stone 
should be put into the picture, to make 
savings accounts show up in their true 
value as decidedly worth while for at 
least 99 per cent of our 110 millions. 

Suppose a savings depositor is shown 
by the bank how he ean get a safe, 
sound six per cent on his money. What 
happens? He draws out his several 
hundred or several thousand dollars and 
buys, probably, bonds recommended by 
the bank. The bank loses the use of just 
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THE WORLD OF HEARSAY 


To most of us the world is just a world 
of dreams, a world of hearsay vague 
impressions gleaned from history, fiction, 
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A Ranp MCNAaLLy ATLAs can turn this 
world of hearsay into a world of facts. 
Open it at any page. Perhaps California, 
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Then as you study it, from the- chart will 
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understanding of the whole world. 
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that much money. But the investment 
pays interest. The interest goes back 
into a savings account. It shows the 
depositor that there is something more 
worth while than three or four per cent 
to save for. He increases his savings. 
These increased savings go into savings 
accounts. He talks about this more- 
worth-while savings practice to relatives, 
friends and acquaintanees. As a result 
many for the first time diseover the 
true worth of a savings account. They 
bring mere business to the bank. 


It is beneficial that banks urge 
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savings accounts for Christmas or vaca- 
tion funds. Why should it not be worth 


while also to supply an objective by 
showing what a savings account really 
amounts to as a reserve and an invest- 
ment stepping stone? 
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HOW ACCEPTANCES FINANCE 
CO-OP ASSOCIATIONS 


(Continued from page 25) 


will be financed one season by a syndi- 
cate of two or three local banks. Next 
season its needs grow, and in conference 
with its banks, the decision is reached 
that some San Francisco or even New 
York bank should be asked to join the 
syndicate. The New York bank comes 
in at the request of the local banks on 
a basis of equality in their syndicate, 
assumes its share of the credit risk, 
and operates as they do. 

A cotton association in Missouri may 
arrange it somewhat differently. It has 
used several local banks as individual 
units actively and up to their legal 
limits. It must seek aid outside. In- 
stead of asking its banks to take the 
initiative in the matter, it secures their 
consent to approach a St. Louis, New 
Orleans or New York bank. (The ten- 
dency, of course, in the acceptance 
field is toward New York because there 
in reality is the discount market of the 
country.) In the ease of the Missouri 
association the New York bank oper- 
ates independently, and deals directly 
with the co-operative. Still a third 
method obtains. A group of Kentucky 
banks may be operating a tobacco syn- 
dicate. They need substantial aid from 
outside, and ask a New York bank or 
banks to accept drafts as their agents 
and for their account. Here the city 
bank does not make a commitment on 
the credit standing of the association 
primarily, but on that of the banks for 
which it acts. It merely lends its name 
for an agreed commission, assuring 
itself, of course, that the underlying 
transaction is legitimate and properly 
protected. 

In financing co-operatives on an ac- 
ceptanee basis, banks should be very 
careful that they are adequately secured. 
Co-operatives usually have no capital to 
fall back on as corporations have. The 
bank should assure itself that the ar- 
ticles of association are in proper legal 
form, that the grower’s agreement is 
satisfactory and gives the association 
title to the eotton and the right to 


pledge it. If litigation has been ex- 
perienced, the attitude of the state 


courts should be known. 
between the association and the bank 
should be carefully drawn. There 
should be definite provision for orderly 
marketing, with an enforceable penalty. 
The method of liquidation should be 
definite and there should be provision 
for action in ease of default. The 
margin agreed upon should be main- 
tained and should be kept as simple as 
possible. The insurance should be 
watched. Warehouses operating under 
the U. S. Warehouse Act should be pre- 
ferred. The management of the asso- 
ciation should be unquestioned and the 
custodian or trustee should be selected 


The agreement 
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with care, yet it is well to retain the 
optional right to put in independent 


graders with power to check cotton 
stored against receipts held. Frequent 


reports from both custodian bank and 
association are essential. And finally, 
once you have taken on co-operative 
business, co-operate with them to the 
fullest extent consonant with safe bank- 
ing, realizing that your interests are 
identical. For unless commercial banks 
appreciate that co-operative business, 
properly safeguarded, is desirable, and 
treat it sympathetically, the Govern- 
ment will be forced into the banking 
business more and more. In fact, a 
bill was introduced into Congress in 
May, 1924, providing for a Federal 
Co-operative Association, under which 
individual might borrow 
directly from Federal Reserve Banks. 


associations 


How can the large accepting bank 
be of assistance: to the small interior 
bank? The bulk of acceptances under 
export credits are made by the sea- 
board banks and a few of the larger 
interior banks. Here the city bank acts 
largely for its interior correspondent 
in a collection capacity. 

In import transactions, there is 
already a close relationship between the 
larger accepting banks and their in- 
terior correspondents. If a wholesale 
coffee company in Des Moines, Iowa, 
wants to import some Brazilian coffee, 
but has no Chicago bank account, and 
whose local banks do not accept, it can 
through its local bank seeure the ac- 
ceptance of the Chicago bank in simple 
fashion. The Chicago bank will, upon 
the request of the Des Moines bank, 
and as its agent, issue a commercial 
letter of credit authorizing the Brazilian 
shipper to draw on it for acceptance. 
The Chicago bank, on a transaction of 
this kind, usually will divide its com- 
mission equally with the Des Moines 
bank, making the cost to the importer 
the same as though he dealt directly 
with the Chicago bank, and giving to 
the Des Moines bank, probably, more 
net compensation than it would receive, 
volume considered, if it attempted to 
issue its own credits and accept for its 
own account. The wholesale grocer of 
Portland, Maine, can make use of 
Boston acceptances in the same way. 


How large should a.bank be before 
it attempts to issue its own acceptance 
credits, thus establishing its name in the 
foreign producing centers and in the 
discount market at home? Is it wise 
to encourage the development of this 
function by medium-sized interior banks 
or should it be restricted to coast city 
banks and only the largest of the in- 
terior banks? This is a problem of 
vital interest to both. 


In England, the home of the banker’s 
acceptance, probably a dozen banks do 
90 per cent of the accepting, and, at 
the outset in this country, it was re- 


stricted largely to a few banks. Ip. 
terior banks even in the larger cities 
called freely on New York and Boston 
correspondents to act for them in this 
matter. Because of their foreign 
branches the National City Bank of 
New York and the First National Bank 
of Boston were known in the South 
American producing centers and were 
actively used by interior banks for 
coffee, wool and hide eredits. But the 
tendency is for more and more and ever 
smaller banks to issue their own credits 
and make their own acceptances. 


It is natural that some progressive 
banks will want to be independent jn 
this when their size and location might 
not warrant it. The acceptances of 
banks whose names have not been 
established among the acceptance houses 
and purchasers in the discount market, 
do not command the prime rates that 
well known bills do. Is there justifiea- 
tion, and when, for the additional ex- 
pense, ultimately borne by the customer 
of the accepting bank, and is there 
really any advantage to the bank itself? 
No rule can be laid down, which em- 
pirically answers the question. It is 
evident that a bank in Houston, Texas, 
may with good reason act independently 
in this matter, while a bank of the same 
size in Dayton, Ohio, a city slightly 
larger, may lean on its correspondent 
in Columbus, Chicago, or New York, 
by either asking them to issue the credit 
or by issuing its own credit instrument 
calling for drafts to be drawn on the 
city correspondent. 


Many bankers believe small banks 
should not accept. It is not alone a 
matter of expense. There are many 


technical details involved in the creation 
of acceptances, their form and eligibility, 
their marketing and maturity, which 
are learned only by experience and 
which are known to the big accepting 
banks. The bank examiners and the 
Federal Reserve Banks which purchase 
bankers’ acceptances have difficulty 
enough getting the larger accepting 
banks educated to the proper rules and 
regulations. What difficulty would they 
not have if all member banks actively 
accepted? Not only would uniformity 
and regularity be sacrificed, but in the 
nature of things, the strength of the 
acceptance itself would be weakened by 
a too widely developed practice of ac- 
cepting. 

Carry this idea of service to the in- 
terior bank over into the field of the 
domestic acceptance. Certainly the 
small co-operatives offer a field where 
the big acceptance bank can serve the 
small interior bank. The banks of 
Aroostook County, Maine, would doubt- 
less have some difficulty in marketing 
their acceptance unless willing to stand 
a premium of from one to two per cent 
in the rate. But by taking advantage 
of the present rate for prime ninety day 
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pills of 2 per cent and paying commis- 
sion to a Boston or New York bank of 
from % to 144 per cent per annum, or 
at the rate of 4 to 3g for ninety days 
for the use of its name, the loeal bank 
could get money from those centers for 
considerably less than it could borrow 
on its own note. The recently organ- 
jzed Minnesota Potato Co-operative 
could do the same in Chicago, St. Paul 
or Minneapolis. 

But it is not alone in the co-operative 
field that this type of transaction will 
fill a need. In a smal] southern Illinois 
town, is a cotton seed oil mill, small and 
banking with a small bank, but finan- 
cially strong. From time to time it 
must carry for short periods stocks of 
eotton seed. This one concern is about 
the only company in the vicinity which 
lends itself at all to acceptance financing. 
The local bank would have a long, hard 
road in popularizing its own bills. 
How simple to certify to its city cor- 
respondent that it, the country bank, 
holds warehouse receipts covering cotton 
seed adequately margined, and agree- 
ing, if the city bank will accept drafts 
drawn by the owner of the cotton seed, 
to cover them at maturity. 





BANK WOMEN TO ATTEND 
A. B. A. CONVENTION 


The second general convention of the 
National Association of Bank Women 
will be held simultaneously with the 
American Bankers Convention in Chi- 
eago, September 29th to October 2nd. 
This national association of women ex- 
ecutives in banks has grown in the 
two short years of its existence to a 
membership of more than 100 inelud- 
ing representatives from the north, east, 
south and west and boasts among its 
membership women who are presidents 
of banks, vice presidents, cashiers, as- 
sistant secretaries and managers of 
women’s departments. 

The Drake Hotel has been selected 
by the women as their. official head- 
quarters and reservations from all over 
the country have already been made by 
delegates expecting to attend. It is 
anticipated that 100 members will par- 
ticipate in the convention. Miss Mina 
Bruere, assistant secretary, Central 
Union Trust Company, New York and 
chairman of the program committee for 
the convention announces that although 


the program is not yet completed it. 


will be a three day session and will in- 
elude diseussion of banking practices 
in the varied fields of service generally 
filled by woman. It will be carefully 
planned, giving women delegates an 
opportunity to attend important sessions 
of the A. B. A. Convention. Miss Jean 
Arnot Reid, manager of the women’s 
department of the Bankers Trust Com- 
pany, New York, who organized the 
first annual convention held in Atlantic 
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City last September, has been made 
general convention chairman. Miss 
Lillian Backus, director of personal 
service, The Greater New York Savings 
Bank, Brooklyn, N. Y., assisted by 
regional representatives, will handic the 
publicity. 


Robert R. Noonan, formerly assist- 
ant eashier of the Farmers and Mer- 
chants State Bank of Washington, Iowa, 


was elected cashier of the Peoples Sav- — 


ings Bank, Crawfordsville, Iowa. 


J. D. Jennings resigned as president 
of the Peoples Bank of Sumter, South 
Carolina. B. C. Wallace, formerly vice 
president, was elected president to suc- 
ceed Mr. Jennings. 





John A. Herzog was elected presi- 
dent of the Farmers’ and Merchants 
State Bank, South Bend, Indiana. John 
A. Herzog was re-elected president of 
the bank. Mr. Herzog served as head 
of the bank since its establishment early 
in 1923. 





Edwin D. Logsdon, president of the 
Knox Consolidated Coal Company, was 
elected a director of the American Na- 
tional Bank of Indianapolis, Indiana. 


The stockholders of the Lake Shore 
Trust and Savings Bank, Chicago, 
authorized an increase in the capitaliza- 
tion of the bank of from $300,000 to 
$500,000. The surplus account was in- 
creased from $60,000 to $160,000. 
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HOW DAWES PLAN PROVIDED 
FOR REPARATIONS PAYMENTS 
(Continued from page 31) 
dustrial debenture bonds. The fifth year 
is taken as a standard year to continue 
for a period of years. There will be 
in addition to the standard payment an 
additional payment the amount of which 
will be indicated by “the index of pros- 
perity.” At the end of the fifth year 
and subsequent years thereafter the 
budget will give up 1,250,000,000 gold 
marks the railroads bonds will yield 
660,000,000 gold marks, the transport 
tax 290,000,000 gold marks and the in- 
dustrial bonds 300,000,000 gold marks a 
total of 2,500,000,000 gold marks annu- 
ally. It is expected that the transport 
tax will increase materially in subse- 
quent years and in that event any ex- 
cess over 290,000,000 gold marks will 

go to the German Government. 

We now come to the most important 
phase of the entire plan, the transfer 
of reparation payments. As mentioned 
before, all payments are to be made 
through the bank of issue where they 
will be on deposit to the credit of the 
“Agent for Reparation Payments.” 
Now, all of us here know that interna- 
tional payments must be made one of 
three ways, either in the form of gold 
or in commodities or in service. Ob- 
viously, it would be financial suicide for 
Germany to even attempt to make pay- 
ments annually in one predetermined 
lump sum for, first, we cannot anticipate 
what the German export and import 
trade will be in the years to come and, 
second, because it would bring about 
conditions which were bound to cause 
another inflation of the currency. In 
avoiding a possible situation of this 


| character, the experts stipulated that all 


money for the payment of reparations 
shall be placed to the credit of the Agent 
for Reparation Payments who shall 
make deliveries in kind or in eash in 
such a manner as to prevent difficulities 
from arising with the foreign exchange. 
The plan then goes on to say: “If the 
payments by Germany on reparation ac- 
count in the long run exceed the sums 
that can thus be transferred by deliv- 
eries or purchases of foreign currencies 
they will of course begin to accumulate 
in the bank.” This accumulation up to 
2,000,000,000 gold marks, is to be used 
by the bank for short term obligations. 
Further accumulation up to 5,000,000,- 
000 gold marks will be employed to aid 
German industries, that is, in loans 
within Germany or in German bonds. 
This sum will be the limit to which these 
funds will be allowed to accumulate 
after which the payments from the 
budget and from the transport tax are 
to be reduced below the standards set 
in the plan until the time when the 
transfers to the Allies can be increased, 
resulting in a corresponding decrease 
in the accumulated funds. The volume 
of transfers cannot be estimated. They 


may prove to be far in excess of those 
which are believed possible, or on the 
other hand they may fall below the ex. 
pectations of the Allies, but in either 
event the outcome will be an honest one 
and one which will have to be accept. 
able to all. There are a great number 
of facts which will affect this volume and 
it is impossible at this time to forecast 
them accurately. 

The beginning of the operation of the 
Dawes’ Plan will mark an epoch in 
the economic history of Europe and of 
the world. There are four principal 
ways in which the United States will 
be affected. First, there will be a slow- 
ing up of certain American industries 
with correspondingly greater activity in 
others; second, our agricultural exports 
will be inereased; third, the Allied in- 
debtedness will necessarily have to be 
reduced; and, fourth, there will be a 
free outlet for the investment of surplus 
American funds. 

Lower operating costs will permit 
Germany, whose industries will have be- 
come rehabilitated, to produce certain 
manufactured articles cheaper than we 
can produce them at this time. This will 
bring about a curtailment of our pro- 
duction along some lines and will result 
in our industrial forees concentrating 
their activities in fields where they can 
compete more favorably with German 
industrials. At the same time, Ger- 
many’s purchasing power would be in- 
creased and the same would be true of 
other European nations. These coun- 
tries will be in a position to purchase 
their much needed agricultural products 
from our surplus. It is naturally a 
question whether the losses on the one 
hand will counterbalance our gains from 
another direction. Economists  gen- 
erally agree that they will. There is 
still another question which should be 
considered in this connection. There 
will be a greater tendency to establish 
an equilibrium between our industrial 
and agricultural prices. Sirice the war, 
industrial prices have been at a rela- 
tively high level as compared to agri- 
cultural prices. The purchasing power 
of agricultural products is not in line 
with industrial products. As a result 
we have on an ever increasing basis the 
socalled radicalism in our rural districts, 
an ill tempered dissatisfied people who 
feel that they cannot purchase the daily 
necessities of life with the proceeds of 
a full day’s labor. 

Now, let us. consider briefly the inter- 
Allied indebtedness. The Dawes Plan 
ealls for annual payments of 2,500,000, 
000 gold marks as compared with 7,920; 
000,000 gold marks which was to have 
been paid to the Allies under the treaty 
of Versailles. Under the present plan 
France would receive in dollars a little 
over three hundred million which would 
hardly pay the interest on the bonds 
which she has sold for reconstruction 
purposes. Inasmuch as France has al- 
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ways insisted that she must have a suffi- 
ciently large amount from Germany to 
reimburse her reconstructions work as 
well as help meet her inter-Allied in- 
debtedenss, it is only natural to believe 


that she will ask for a reduction of 
this indebtedness. European events 
during the past five years have proven 
that our trade as well as the trade of 
other countries has suffered and will 
continue to suffer until such a time as 
the countries of the world see fit to 
forget petty selfishness and private 
gain, and join together to work in the 
interest of agricultural groups and in- 
dustrial groups, and in the interest of 
all nations and of humanity. 

Lastly, the Dawes plan will cause an 
upbuilding of confidence in foreign 
bonds by the investment of surplus 
American funds in German loans of 
various sorts. These loans will cause 
an artificial adverse balance of credits 
in this country and will take away 
from us some of our surplus gold. It 
will facilitate foreign countries in reé- 
turning to a gold standard, in stabilizing 
their exchanges, and in stimulating them 
to enhance their internal economic 
strength. It will increase their buying 
power and permit them to become better 
customers of ours than they have been 
in the past which means a stabilization 
of our foreign trade and the develop- 
ment of a permanent and lasting foun- 
dation for it. 

To summarize, the Dawes Plan pro- 
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vides for payments from the surplus of 
the German people in the form of in- 
creased taxation so that a budget sur- 
plus may be built up. The annual 
payment ‘is to be 2,500,000,000 gold 
marks which is, in the last analysis, a 
surplus production of German 
tionals. 


na- 


A HANDY HOME BUDGET 


A simple and convenient family bud- 
get and account sheet has_ been 
published by the John Hancock Mutual 
Life Insurance Company of Boston, 
Massachusetts, copies of which may be 
secured upon request. A supplementary 
sheet is furnished called “Keeping Ac- 
count of the Bills.’ Columns for the 
following expenditures are ineluded: 
savings in bank; savings in life in- 
surance; shelter; food; heat, light and 
water; house supplies; carfare and 
telephone; clothing; health; pledges; 
education; social and recreation; per- 
sonal operating; and house furnish- 
ings. 

MERGER CREATES BIGGEST 

WEST VIRGINIA BANK 


Creation of the First-Huntington Na- 
tional Bank, Huntington, West Virginia, 
by a merger of the First National Bank 
and the Huntington National Bank of 
that city, gives the state of West Vir- 
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ginia its largest banking institution, 
having assets of approximately $20,000,- 
000. The two banks now united in the 
First-Huntington National Bank are the 
oldest and largest banks in Huntington. 
Charles M. Gohen is president of the 
merged institution. Vice presidents of 
the First-Huntington National Bank 
are: George D. Miller, Dudley Irvin 
Smith (chairman of the board), Dr. 
L. V. Guthrie, James K. Oney, John W. 
Ensign, H. O. Aleshire, Frank Enslow, 
Charles R. Carder, C. W. Phellis, W. H. 
F. Dement. Charles A. Boone is eashier. 
Assistant cashiers include: D. A. Hall, 
J. B. Derwacter, R. C. Ward, W. T. 
Beard, R. H. Weber, G. P. Stollins, 
Homer Gebhart and M. B. Damron. 


J. L. Lumpkin resigned as assistant 
eashier in charge of credits of the Fed- 
eral Reserve Bank of Dallas since 1914. 
Lumpkin was connected with the Fed- 
eral Reserve Bank of Dallas since 1914. 


Del Lupton was elected president of 
the Pennville Bank, Pennville, Indiana, 
succeeding A. G. Lupton, his father, who 
resigned because of ill health. 





Cameron Barber was elected vice 
president of the West Town State Bank, 
Chieago, and Carl P. Belling was pro- 
moted from chief clerk to assistant 
cashier. 
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LIMITED. 
Formerly THE NATIONAL PROVINCIAL AND UNION BANK OF ENCLAND, LIMITED 
Established 1833. 


Head Office: 15, BISHOPSGATE, LONDON, ENGLAND. 


Over 1,100 OFFICES in ENGLAND and WALES. 
The Agency of COLONIAL and FOREIGN BANKS undertaken. 


UNION BANK OFFICE: 2, Princes Street, London, E.C. 2. 


The Foreign Department at this Office is specially Organized for 
the conduct of the Sterling Accounts of the Colonial and Foreign 
Correspondents of the Bank. 


AFFILIATED BANKS: 


COUTTS & CO. 


GRINDLAY & CO., LTD. 


AUXILIARY : 
LLOYDS & NATIONAL PROVINCIAL FOREIGN BANK LTD. 


REPORT SHOWS STRONG 
POSITION OF BANKS 


It has always been something of a 
problem for those interested in the 
growth, development and present condi- 
tion of the State banks of the country 
to secure accurate statistics comparable 
to those which can be readily secured 
for the national banks in the reports 
of the Comptroller of the Curreney. 
The reason for this, of course, is that 
the state banking systems are not or- 
ganized under a regularly constituted 
head, as are the National banks. 

The problem seems to be solved, how- 
ever, by recent compilations of the Na- 
tional Association of Supervisors of 
State banks. 

R. N. Sims, secretary-treasurer of the 
National Association of Supervisors of 
State Banks, in his annual report to 
the Association at its twenty-third an- 
nual convention, in Buffalo, New York, 
submitted a statement which shows in 
detail by states the capital, surplus and 
undivided profits, loans and discounts, 
stocks, bonds and securities, and total 
resources of all State banking institu- 
tions of the United States, together with 
totals of these items of the National 
banks, as of March 31, 1924. 

Mr. Sims said: “The figures given are 
surprisingly gratifying and reflect, as 
a whole, a healthy condition of the bank- 
ing institutions of our country. 

“The Capital, the deposits, and the 
total resources of our banks are larger 
than ever before. 

“On March 31, 1924, there was a total 
of 29,465 banks of which 21,350 were 
State banks and 8,115 National banks, 
and in round numbers a total capital, 





surplus and undivided profits of $6,726,- 
000,000, total deposits of $46,001,000,- 
000, and total resourees of $55,704,- 
000,000. Total deposits of all banks 
were $1,951,000,000 above the previous 
high record of April 3, 1923 and total 
resources $2,010,000,000 above resources 
of that date. 


“On March 31, 1924, in round num- 
bers the capital, surplus and undivided 
profits of the State banks were $3,809,- 
000,000, and of the National banks $2,- 
916,000,000, showing the capital re- 
sourees of the State banks to be over 
30 per cent in excess of the National 
banks. The deposits of the State banks 
were $28,402,000,000, and of the Na- 
tional banks $17,598,000,000, showing 
the deposits of the State banks 61 per 
cent in excess of the National banks. 
The total resources of the State banks 
were $33,641,000,000, and of the Na- 
tional banks $22,062,000,000, showing 
the resources of the State banks 52 per 
cent in excess of the National banks. 


“Between April 3, 1923 and March 
31, 1924 deposits of the State banks in- 
creased $1,389,000,000, and deposits of 
the National banks increased $562,000,- 
000. During the same period total re- 
sources of the State banks increased 
$1,560,000,000, and total resources of 
the National banks increased $450,000,- 
000. . 

“Both classes of banks perform equal- 
ly useful and necessary functions and 
I do not make comparisons for the pur- 
pose of disparagement, but to emphasize 
the colossal size of the two great bank- 
ing systems and to direct attention to 
the importance and need of both in the 
development and handling of our coun- 
try’s business.” 


HOW U. S. HELPS THE 
CANADA BANKS 


An interesting analysis of some re- 
lations between the banking system of 
Canada and that of the United States 
was presented by G. F. Towers, super- 
intendent of the foreign trade depart- 
ment of the Royal Bank of Canada in 
an address before the annual conven- 
tion of the American Institute of Bank- 
ing at Baltimore. 

“The Canadian system has some im- 
portant connections with the United 
States,” declared Mr. Tower,” notably 
in connection with the employment of 
reserves. 

There is no open money market in 
Canada, with the result that the banks 
have no way of carrying what one might 
eall their second line reserves on an in- 
terest earning basis in Canada. They 
hold a considerable amount of actual 
cash, but the second line reserves, which 
they want to be sure of quickly turning 
into cash if necessary, are mainly held 
in New York, in the form of call loans 
and bankers acceptances. The total of 
these on April 30th was $205,000,000. 
In general these can be considered to 
have been’ placed in New York when 
funds were at par, or to arise from 
the foreign business of our banks. The 
banks could not have afforded to in- 
crease these reserves greatly when U. §. 
funds were at a substantial premium, 
because it is impossible to hedge such 
an amount by means of futures. 

“If Canada were on a gold standard, 
and the exchange risk as between the 
Dominion and the United States was 
done away with, we could make greater 
use of New York money market for 
temporary employment of funds. As 
matters stand, we find it rather a prob- 
lem conducting the accounts of some of 
our American correspondents, when the 
accounts fluctuate very substantially. 
For example, we may have the account 
of a U. S. correspondent which one day 
amounts to $100,000, and the next goes 
up to $1,000,000 or $2,000,000. We 
know that these large figures will not 
continue, and that within two or three 
days the balance will be down to the 
original figure again. The limited 
market for future exchange prevents us 
from using such funds temporarily in 
New York, and very often they have 
to lie idle. 

“Canadian banks, the same as banks 
the world over, had difficult times to 
face subsequent to 1920. Certain weak 
banks amalgamated with strong ones, 
and one bank, which conducted its 
affairs with great negligence, went into 
a liquidator’s hands. The total loss to 
depositors, however, during this trying 
time arose from this one ease, and will 
amount to some $10,000,000, or one 
half of one per cent of the total de 
posits in our institutions. The situa- 
tion is now satisfaetory.” 
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WHY WE OPENED OUR 
BOND DEPARTMENT 


By H. S. Boyp 

Cashier, Union National Bank, Johnstown, Penn. 

OR a considerable time past our 

bank has been confronted with 
the loss of thousands of dollars annually 
to local investors in Johnstown and 
vicinity through the fact that the in- 
vesting public was not educated to the 
knowledge of sound investments. We 
found ‘that the average person is un- 
trained in investment practices and is 
easily susceptible to the glib stock sales- 
man. 

We felt that if our bank became dis- 
tributors of securities and became 
known as such that great strides could 
be made to eliminate this staggering 
loss. Further, we recognized that the 
person who has $1,000 or more is jus- 
tified in looking for a greater return 
on his money than 344 per cent which 
is the interest rate paid on savings in 
our city. This, together with the fact 
that we realized that outsiders were 
selling securities to our own customers, 
impelled us to install a bond depart- 
ment. 

First of all, it was determined that 
we would sell only such securities as our 
bank would consider a suitable invest- 
ment for its own funds. This policy 
has been adhered to, and it was ex- 
plained to the originating houses and 
in this we have met with the finest kind 
of co-operation from them. 


A man was put in charge of the bond 
department who is thoroughly familiar 
with the bond business and who gives 
all of time to the operation of the de- 
partment. His knowledge and ex- 
perience is also valuable to us in the 
selection of our own securities account. 


We sell to a number of the smaller 
banks in Johnstown and the vicinity 
because of the good service which we 
make it a point to give them. 

Our customers readily follow the ad- 
vantage of getting a higher rate than 
the savings account would pay them, 
and as they have every confidence in 
the bank, avail themselves of this op- 
portunity. They seem entirely satis- 
fied to do all of their business in one 
institution. And we have found that 
rather than decrease the totals of our 
savings accounts that the sale of secur- 
ities has actually increased our savings. 
The reason for this we believe to be. 
the fact that an incentive to save was 
created. 

Business for our bond department is 
solicited in the dignified manner of 
banking. This has a direct appeal to 
investors. All prospective investors in 
this vicinity are cireularized monthly 
with a sheet listing the bonds we are 
offering. This is supplemented by per- 
sonal solicitation. 

A complete record of every transac- 


WESTMINSTER 
BANK LIMITED 


To assist customers, exhibitors 
and visitors the Bank has made 
arrangements for the opening 
of a Branch Office at the Main 
Entrance of the Australia 
Pavilion of the British 
EMPIRE EXHIBITION 


Head Office 
41 LOTHBURY, LONDON 


LIMITED 
MEMBERS OF THE LONDON BANKERS CLEARING HOUSE 


GOVERNING OFFICE - MANCHESTER 


Total Assets 


($5 to the £) 


(“2) $203,584,020 


175 Branches in London, Lancashire, Yorkshire, Cheshire, 
Derbyshire, Staffordshire and North Wales 


The Bank is prepared to act as Agents 


for American Banks 


on agreed terms 


Foreign Depts. { 20 —- LANE, LONDON 3 


tion is kept, and this can be used by 
the client at any time as a reference. 
Patrons ean get the information they 
want at any time by simply calling the 
bank by telephone. 

The average investor prefers to dis- 
eus his investment with his bank if 
the banker has at hand the information 
he wants. We have provided for this 
by using statistical and rating services 
which are constantly kept up to-date 
and ean always be used by customers. 


Y ST., MANCH 





A new home for the Guaranty Na- 
tional Bank at 306 Main Street, Hous- 
ton, Texas, is being erected. It will be 
three stories high, with a 25 foot front- 
age on Main Street. The structure will 
be of stone throughout, and the fittings 
will be of marble, glass and bronze. A 
directors’ room will be provided on the 
second floor. The floors will be of 
marble and there will be an attractive 
stone front and massive doors. The new 
vault will be of new design. 
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R. P. TITUS 


TITUS VICE PRESIDENT 
OF LIBERTY CENTRAL 


J. L. Johnston, president of the 
Liberty Central Trust Company of St. 
Louis, announces the election of R. P. 
Titus as vice president. Before coming 
to St. Louis, in 1914, Mr. Titus was 
seceretary to the late Speaker Champ 
Clark in Washington, later acting as 
Secretary to Gov. Hamlin of the Fed- 
eral Reserve Board in Washington 
during the period of organization of 
the Federal Reserve System. He came 
to St. Louis in 1915 as secretary to 
J. L. Johnston, then President of the 
Liberty Bank, and in 1916 became 
manager of the credit department. In 
1918 he was elected assistant cashier 
and in the consolidation of the Liberty 
Bank with the Central National was 
elected assistant, vice president. 

In April 1921 he was elected vice 
president of the Security National Bank, 
Dallas, Texas but returned in the fall 
of the same year to the Liberty Central. 
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FINANCIAL ADVERTISERS 
TO MEET AT RICHMOND 


The Financial Advertisers Associa- 
tion will hold its annual convention at 
Richmond, Virginia, on October 13, 14, 
15, and 16. As a department of the 
Associated Advertising Clubs of the 
World, it has heretofore been the eustom 
of the Financial Advertisers Association 
to hold its convention jointly with the 
meeting of the advertising clubs. But 
owing to the fact that a relatively small 
number of the members of the associa- 
tion were able to attend the Advertis- 
ing Clubs Convention in London, it was 
decided to hold a separate meeting in 
this country following the London meet- 
ing. 

Plans are under way for the largest 
convention the Financial Advertisers 
Association has ever held, according to 
Gaylord S. Morse, president. An ex- 
ceptionally strong program is said to 
be being developed. 





The New Orleans Clearing House As- 
sociation announces that at the meeting 
of the Association on July 9th, J. H. 
Peterson, examiner of the Association, 
was elected manager and examiner to 
succeed the late Charles A. Morgan. 

Mr. Peterson is a native of Alabama 
and received his education in _ the 
grammar and high schools of his native 
city, Opelika. His first employment 
was with the First National Bank of 
Opelika where he remained for ten 
years, after which he became chief clerk 
of the Third National Bank of Atlanta. 
In 1914 he was elected assistant ex- 
aminer of the New Orleans Clearing 
House Association. In 1920 M. Peter- 
son was elected examiner to succeed 
J. R. Stevens who had resigned to 
accept the vice presidency of the Canal- 
Commercial Trust & Savings Bank. 


Miss Margaret Reynolds, librarian of 
the First Wisconsin National Bank, 
Milwaukee, was elected as Chairman of 
the Financial group of the Special 
Libraries Association which met recently 
at Saratoga Springs, New York. 


Loomis Becomes Cashier of 
Illinois Merchants 

Frank E. Loomis was elected eashier 
of the Illinois Merchants Trust Com- 
pany, Chicago, to fill the vacancy caused 
by the death of Joseph I. Cooper, 
former cashier, who died last May. 

Mr. Loomis began as a messenger 
with the Merehants Loan and Trust 
Company immediately after leaving 
school in 1890. He successively served 
as chief clerk, auditor, and assistant 
cashier. 


aon, 


Mr. Loomis’ election precedes by a 
few weeks the final merger of the Corn 
Exchange National Bank with the 
Illinois Merchants Trust Company. 


Regional Trust Conferences 
To Be Repeated 

The Second Regional Trust Company 
Conference of trust companies and 
banks performing trust services in the 
eleven Pacifie Coast and Rocky Moun- 
tain states will be held at Salt Lake 
City on October 7 and 8. The Regional 
Conference, affording a connecting link 
between the Trust Company Section of 
the American Bankers Association and 
the state units in Washington, Idaho, 
Montana, Wyoming, Oregon, Colorado, 
Utah, Nevada, California, Arizona and 
New Mexico, was inaugurated last year 
at San Francisco, and the results 
obtained were so profitable that it has 
been decided to hold an Annual Regional 
meeting in this district as a means of 
interchange in advanced fiduciary 
thought. 

Approximately ten topical 
sions and two demonstrations will con- 
stitute the program, which will be novel 
in that there will be no set speeches. 
The Conference will be held under the 
auspices of the Trust Company Division 
of the American Bankers 


disens- 


Association. 


At a recent meeting of the Merchants 
Banks, St. Paul, Minnesota, six former 
officers of the Capital National Bank 
were elected officers of the Merchants. 
Elliot J. Gifford, formerly vice presi- 
dent of the Capital National, was made 
manager of the eredit department of 
the Merchants National and Wynn M. 
Roberts, Rodney F. Surley, Melker J. 
Warn and David K. Patterson were 
made assistant cashiers. George M. 
Brack was elected secretary and _ treas- 
urer of the Merchants Trust and Sav- 
ings Bank and succeeds A. J. Hendrick- 
son, who recently resigned. 

William B. Bosworth, for six years 
government savings director for the 
Seventh Federal Reserve District, was 
appointed manager of the service ex 
tension department of the People Trust 
and Savings Bank, Chicago. 
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NEIGHBORS 


The exchange of opinion and of information between neigh- 
boring bankers is of the utmost value as a basis for business 
decisions. That is why there are bankers’ conventions. 


But such neighborly intercourse is obviously impossible in 
thousands of cases. One bank may be in a city on the 
Atlantic coast; another in a western town. 


The RAND M&NALLY Bankers Directory makes neighbors 
of all banks. It gives you the cold, definite facts concerning 
any bank. It gives them to you in the absence of the influence 
of any personality. It gives you a complete check on the 
standing of any bank you have in mind. It shows you at a 
glance prevailing conditions;’the prosperity of any com- 
munity as reflected in the bank’s figures. 

Among the banks of America the name RAND MENALLY 
stands for over fifty-two years of service and experience. 
Our prestige gives us access to unlimited sources of in- 
formation. That is why the RAND MCNALLY Bankers 
Directory is the most complete and most accurate bankers’ 
directory ever published. That is why it is accepted by all 
bankers as the standard book of banking reference. 


Ranp MENALLY & GOMPANY 


Dept. 18, 536 S. Clark Street, Chicago 


Largest Publishers of Banking Publications in the World. Established 1856. 
Official Numbering Agent, American Bankers Association 
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CLASSIFIED ADVERTISEMENTS 


Advertisements will be accepted under this heading at FIVE CENTS per word, signatures, 


address, name and heading to be counted. Send cash with your order. 


care of the BANKERS MONTHLY will be forwarded promptly. 


BANKS FOR SALE 


Southern California Banks. Business and 
living conditions warrant investigation. Write 
the Sanders-McCulloch Company, Sute 210 
Story Building, Los Angles, Calif. tf. 








BANKS 
HOME AND POCKET SAVINGS 


PARISIAN NOVELTY CO., 149-159 W. 
22nd St., Chicago. 25 years of experience. 
Originators and Manufacturers of Savings 
Banks, Souvenirs for Openings, Anniversaries, 
Fairs, etc. 10*-12 ti. 





BANKS and INSTITUTIONS which have 
SAFETY DEPOSIT BOXES for rent must re- 
tain accurate record of customers. OUR CARD 
SYSTEM provides clear, complete record, pro- 
tects institution regarding liability and releases 
bank when customer checks out. Send for 
sample mentioning number of boxes in use 
SAFETY DEPOSIT RECORD SERVICE, Box 
101, Chicago, II. t.f. 


Safes—Burglar and fireproof, 
every size, style and make. 
Murray 126 E. Pearl St. 


Secondhand, 
Cheap. © John 
Cincinnati, Ohio. 
4*-12 ti. 


FROM BANK CLERK TO CASHIER is 
a step which requires study as well as ex- 
perience. Our Home Study Course in Banking 
prepares you for the position higher up. Write 
for catalog. AMERICAN SCHOOL OF FI- 
NANCE, 107 McLene Bldg., Columbus, ot 

-t.f. 


PATENTS 


Bankers and Attorneys having clients who 
wish to patent inventions are invited to write 
for particulars and terms. 

WATSON E. COLEMAN, Patent lawyer, 644 
G Street, N. W., Washington, D. O. 6*-12 ti. 


PRINTING 


Omaha Printing Company, 13th and Farnam 
Sts., Omaha, U. S. A. Lithographers, Embossers. 
Stationers, Office Furniture. 6*-12 ti. 


Answers addressed 


EXECUTIVES WANTED 


Executives seeking superior connections 
our confidential service extremely sati 
Let our Mr. H. H. Harrison confiden 
negotiate for you suitable positions with p 
employers, as he has successfully done for ¢ 
sands of others since 1909. Inquiries 
THE NATIONAL BUSINESS BOURSE, 
Confidential Negotiators. Association Buil 
= 7*-12 





ST. LOUIS, MO.—Collections Everywh 
Efficient Service. No collections—no ch 
Send your accounts today. 
cantile eeseniedell 


The James 
§* ; 





WANTED 
large or controlling interest in good bank with 
official position. Negotiations strictly confide: 
Write to-day. . Berg, 1004 Annandale 
Los Angeles, Calif. od 
18 





BANK FIXTURES FOR § SALE | 


New Mosler safe. Burroughs Posting Mac 
(Used only one year) Desk, Counter and 
work, front complete. Underwood Type 
large carriage. Address, Citizens Nati 
Bank, Middleport, Ohio. 8 
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